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PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, APRIL 17, 1951 


House or REPRESENTATIVES, 
Suscommirtes No. 1 or THE 
Seiect CoMMITTEE ON SMALL Business, 
Syracuse, N. Y. 

The subcommittee met, pursuant to notice, at 10 a. m., in the audi- 
torium, Niagara- -Mohawk Light & Power Corp. Building, Hon. Abra- 
ham J. Multer, of New York, presiding. 

Present : Representatives Multer; Clinton D. McKinnon, of Cali- 
fornia; William S. Hill, of Colorado: and R. Walter Riehlman, of 
New York. 

Also present: Victor P. Dalmas, executive director of the select com- 
mittee staff. 

Present, representing Federal agencies: John Bartlett, Office of 
Small Business, National Production Authority ; Leo H. McCormick, 
assistant to the Administrator, George G. Moore and Bryan Brady, 
local office, Office of Price Stabilization ; Capt. Margaret L. Randolph 
and Paul Griffin, Office of Small Business, Munitions Board, Depart- 
ment of Defense; Walter J. O'Donnell, manager, Office of Small 
Business, Reconstruction Finance Corporation; Eugene T. Brennan, 
regional counsel, and T. Rowe, staff counsel, General Services Admin- 
istration; William T. McCormick, deputy special assistant to the 
Administrator, Office of Small Business, Economic Cooperation Ad- 
ministration; C. H. Kaletzki, Small Business Advisory Committee, 
Department of Commerce. 

Mr. Mutter. This hearing will come to order, please. 

If there are any representatives of Government agencies in the 
audience, we would prefer that they come forward. 

Gentlemen, as you know, this session of the House Small Business 
Committee is meeting here for the purpose of trying to solve the 
problems, or some of the problems, of aaa business. 

I think at the outset I ought to say to you we would like to give all 
of you contracts, but that is not our function. We do, however, want 
to help you try to solve your problems, so that those of you who are 
interested in contracts can get them, or those who are interested in 
getting materials can get them. We want you to present your 
problems to us so that we, as members of the full committee, can try 
to do something to help you. 

You probably know that the House Small Business Committee, 
while it ‘ a special or select committee of the House, has been activated 
by each session of Congress for the last 10 years, and I think you know, 
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too, it is one of those committees in Congress that has no bipartisan 
policy because it is strictly nonpartisan, and I mean that sincerely. 
This is one committee which has been commended throughout its 
history for doing a job for the people regardless of political conse- 
quences or political activities. 

We have with us today Congressman Riehlman, whom I am sure 
you all know, who represents this district; Congressman Hill on my 
immediate left, of Colorado, and Congressman McKinnon, of Cali- 
fornia, and Mr. Dalmas, who is the executive director of our committee. 

This subcommittee was to be chaired by Congressman Mike Mans- 
field, of Montana, who unfortunately is ill and cannot be with us. 

At this time I would like to take the time to introduce the members 
of the various Government agencies who are with us to assist you in 
your problems. We have representing the General Services Admin- 
istration Mr. Eugene T. Brennan. 

Mr. Rowe. I am here representing the General Services Admin- 
istration. 

Mr. Muurer. You are substituting for Mr. Brennan today ? 

Mr. Rowe. Yes. 

Mr. Muurer. And your full name? 

Mr. Rowr. Thomas Rowe. 

Mr. Mutter. And from the Department of Defense we have Capt. 
Margaret Randolph, and we have from the Office of Small Business 
of the Department of Defense Mr. Paul Griffin. From the National 
Production Authority, better known as NPA, Mr. John Bartlett, and 
from the Economic Cooperation Administration, Mr. William T. 
McCormick, and from the Reconstruction Finance Corporation, Mr. 
Walter J. O'Donnell. 

Now, I think there are some other persons here whose names are 
not on my list. Will you stand up and identify yourselves, please? 

Mr. Moore. My name is George G. Moore, and with me is Mr. Bryan 
Brady, from the Office of Price Stabilization. 

Mr. Murer. You are of the local office here? 

Mr. Moore. Yes. 

Mr. Kaerzxt. C. H. Kaletzki, from the Small Business Advisory 
Committee of the Department of Commerce. 

Mr. Muvrer. Thank you, sir. 

We will work this morning until 12:30 and then recess for lunch 
until 2 o'clock, and then continue until we finish. We will try to 
give everybody an opportunity to be heard, whether they have listed 
their names with us or not. I think you will agree it is only fair to 
first hear those who have indicated to us their desire to be heard. 

If the witnesses have a written statement which they would like to 
file with the committee, we will make it a part of the record and then 
have the witnesses tell us orally their problems as briefly as they can, 
and then we on the committee will ask such questions as we feel 
pertinent, 

I want to assure you we will not embarrass any witness. We want 
you to be perfectly at ease. 

We want you to tell us your story in your own way, and if you have 
any complaints that affect any of the Government departments, please 
frankly state them to us. Not that I am inviting any complaints or 
finding any fault with any of the agencies or departments of the 
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Government, but only if you tell us what your complaints are can we 
rectify them for you. These men who are representing the agencies 
I can assure you are here to find out how they can help you, and you 
may be sure there will be no reprisals because of any complaints you 
may have to make. 

The first witness will be Mr. E. M. Farmer, the president of the 
Syracuse Chamber of Commerce. Mr. Farmer, will you come 
forward. 

While Mr. Farmer is coming forward and will take the witness 
chair here, may ] take a moment to thank the Niagara-Mohawk Light 
& Power Corp. for making these facilities avail: lable to us. At the 
same time I think I ought to say a work of thanks to Mr. Riehlman, 
who has urged the committee to come here to listen to the problems 
of this area, and his assistant, Mr. Johnson, who has helped to get this 
meeting together. Of course, the chamber of commerce is also en- 
titled to our gratitude for having helped arrange this meeting. 

When the witnesses come forward, will they please state their full 
names and addresses and affiliations, if any, and then make their 
statements. 


Mr. Farmer. 


STATEMENT OF EARLAND M. FARMER, PRESIDENT, SYRACUSE 
CHAMBER OF COMMERCE 


Mr. Farmer. My name is Earland M. Farmer. I am president of 
the Gould-Farmer Co., wholesale electrical distr ibutors. I wear two 
caps this morning, including that of the very new president of the 
Syracuse Chamber of Commerce. 

I, personally, am delighted in being here, because I have been fol- 
lowing our congressional Representative, Walter Riehlman, for years, 
and this is the first opportunity I have had to meet him, even though 
I am on the board with him, but when he goes to the meeting appar- 
ently I am not there, and vice versa. Of course, here in central New 
York we are particularly proud of Congressman Riehlman who is 
on this committee, because from a humble business start you know of 
his success, and I think he is particularly well qualified in being on 
your committee. 

As I look over the subjects to be discussed, and thinking of my own 
position as a businessman, I started in business—and please forgive 
the personal pronoun—with $3,000 of borrowed capital, borrowed 
from friends and relatives in the year 1922. Today we employ 140 
— and do a business of a few million dollars a year. Looking 
ack over those years I feel I have had some distinct advantages that 
unfortunately the newer businesses do not have, the younger people 
do not have. I refer particularly to increased taxes, w hich were not 
present then to the extent that they are today, and that made it pos- 
sible for me to leave capital in the business and to expand. So as I 
look over the subjects to be discussed, speaking as a businessman, to 
me the subject of finance, particularly local capital, is the most impor- 
tant to small business. 

It has been my experience in banking, in the various banks through- 
out the various States, that invariably you are told, “We can make a 
seasonal loan, we can give you temporary help, but it is not our place 
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to supply you with capital for 12 months, 24 months, or 26 months, 
to get over a particular problem facing small business.” 

I might point out that the RFC is available to the people in small 
business. After the RFC examines its activities and makes certain 
that it has resources and the risk warrants it, it is just as available to 
small business as big business. 

Now, donning my hat as the inexperienced and new president of the 
Syracuse Chamber of Commerce, I would like to make the following 
statement: 

The chamber of commerce, representing the business interests in 
the Syracuse area, appreciates your giving us this opportunity to 
present our views on problems in small business related to the national 
emergency. We thank you for coming to the home community of one 
of your Members and one of our respected citizens, Congressman R. 
Walter Riehlman. 

You will hear from individual representatives of small businesses 
about their particular problems in our present defense economy. I 
know that by the very nature of this committee and what it is attempt- 
ing to do here and elsewhere in the country that it is cognizant of the 
importance of small business. I do want to emphasize, however, the 
point that small business is vital to our national economy. There have 
been many definitions of small business but in terms of present em- 
ployment and future development of our country it is big business. It 
employs more people in the aggregate than our so-called big businesses 
and it must be kept in mind that our tremendous industrial might 
grew from small business. We must maintain for the so-called small 
business of today the same favorable conditions under which the small 
businesses of yesterday became our industrial giants. This, I am 
sure. is the objective of your committee. 

Small and large businesses are faced with and cheerfully accept new 
controls that will aid the defense effort and in the preservation of our 
freedom. American business is always willing to do what is essential 
for the common welfare and it appreciates what a committee such as 
yours is doing in traveling throughout the country to gather and 
disseminate information at the local level. 

I want to present to you briefly a serious problem facing all busi- 
ness, both large and small, that of threatened inflation and infla- 
tionary spending by Government. 

In its praiseworthy attempt to aid small business, your committee 
can achieve success in no small measure by using your influence in 
every possible way to reduce Government spending to a point con- 
sistent with actual defense requirements. With a Federal budget of 
$71 billion proposed for 1951 and Federal costs already over $1,200 a 
year per average American family, there appears to be little indica- 
tion of any direct attempt to eliminate waste and inefficiencies in 
Federal Government. I think we all agree that to conserve the re- 
sources of the Nation for the defense emergency is the No. 1 job of 
Government and business. 

Because we believe that the broad subject of Federal expenditures 
is of such great importance to every businessman, small or large, we 
believe that your committee can help all business by bringing about a 
reexamination of present and proposed expenditures looking toward 
their reduction and earnestly urge you to do so. This, of course, 
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would include a reduction of nonessential personnel included in the 
more than 2,000,000 Federal employees. 

To bring about a Federal policy of a balanced Federal budget; 
elimination of inflation producing loans and elimination of infla- 
tionary spending by Government itself would be a tremendous con- 
tribution Le your committee to all business, small and large. 

Probably the greatest threat not only to business but to the freedom 
which we are all struggling to maintain is continuation of the infla- 
tionary spiral. If you can assist in stopping this, you will truly have 
served well not only business but our great country. 

Your committee has been building confidence in its efforts among 
businessmen throughout the country and we in Syracuse believe that 
such confidence is not misplaced. 


Bustness Proptems AFrrecrinc WuHoLesaLe DIstripuTion 
1. TAXES 


The continual spiraling of the tax loan, Federal, State, county, 
city and town, is draining the liquid resources of small business con- 
cerns of all types, retail stores, small shops, and so forth. The tax 
bills are obliged to be paid in cash, and are putting small concerns in 
position that they cannot pay their merchandise bills. This problem 
is seriously affecting small business today. We strongly urge that a 
halt be called on this continual tax rise by curtailing unnecessary 
Government expenditures. All unnecessary activity should be elimi- 
nated to reduce taxes and eliminate the load on small business concerns. 


2. ESSENTIAL BUSINESS SUPPLIES 


Government purchasing should be rigidly controlled to absolute 
normal requirements, and not allow purchases to be made that will not 
be required for several months. The normal flow of merchandise to 
the wholesale industry is being severely curtailed by this Government 
buying that many feel is unnecessary, and larger orders are being 
placed than are needed for their immediate requirements. This cuts 
down the flow of merchandise to the wholesale merchant with a result 
that the sales force don’t have merchandise to offer the customers, and 
in many instances salesmen are being laid off for that reason. This 
curtailment of merchandise to the wholesaler is real serious today and 
applies to all types of merchandise, textiles, and so forth. 


3. SIMPLIFICATION OF REGULATIONS 


Government regulations are another serious problem for the whole- 
saler today and his customers. These regulations should be stream- 
lined, simplified, and written in every-day language, rather than legal 
terminology. Unless a merchant has a special legal department it is 
impossible to interpret all these regulations. It would be a great 
relief to business if these rezulations were simplified. These detailed 
reperts are increasing office expense to small business. It is important 
for business to save, cut expenses and eliminate unnecessary costs. 
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4. WHOLESALERS SQUEEZED 


Wholesale merchants are being squeezed by manufacturers and 
chain-store competition. The wholesale industry is a vital part of the 
economy of this country, and if curtailed, it is conservatively estimated 
that hundreds of thousands of retail stores of all descriptions, who de- 
pen@ on the wholesaler, would go out of business. 


Rerarters’ Statement Rexative to tHe OPS as Ir Arrects Our 
BusINEss 


In the past, our organization has purchased stocks of stores which 
have been in financial difficulties and have also purchased close-out 
stocks of merchandise. Under the OPS there is no regulation under 
which this merchandise can be priced and sold on a fair and equitable 
basis. 

In the pricing of such stocks it is necessary to sort the merchandise 
out into classifications and analyze the value of the merchandise based 
upon style, quality, age, pattern, color, and so forth. With a result 
that in practically all such stocks purchased, there is a considerable 
quantity of merchandise which is not salable and must be discarded 
as a total loss. Many of the items in such a stock will have to be 
marked down from the original price in order to dispose of them, so 
it would be necessary to get more than a normal mark-up on some 
of the merchandise which is offered for sale. Yet this merchandise 
must be priced at a reasonable figure in order to dispose of it quickly. 

We, in the retail business, appreciate that our competition is the 
best regulator of retail prices and that our customers indicate to us 
very quickly when they believe the value offered is not good. We feel 
that there should be some relief given on purchases of this type. 


PRICING PROBLEMS 


We have a pricing problem in connection with our OPS regulation. 
One company with whom we do business has traditionally offered 
a group of items of varying retail value at a given price per dozen. To 
be specific—there are 6 pieces which regularly retail at 75 cents, there 
are 6 pieces which regularly retail at $1, there the 10 pieces which 
regularly retail at $1.25, and 2 pieces which regularly retail at $1.50. 
These are sold to us at a price of $13 and our OPS mark-up on a $13 
purchase would enable us to have a mark-up of 49.8 percent. This 
would give us a total retail of $25.66 on a purchase of $13 and we 
would like to break that down in the ratio of the value of each item 
to the total, which would enable us to dispose of the 75-cent item for 
75 cents, the $1 value for 99 cents, the $1.25 value for $1.23, and the 
$1.50 value for $1.48. 

Figuring the above quantities, the total of these combined retails 
would amount to $25.64 per dozen, and we would like to get a ruling 
on this which would allow us to dispose of this merchandise in this 
manner. Otherwise, our retail price would be $1.07 per unit which, 
obviously, would be too much for the 75-cent and $1 goods and the 
customers would not pay it and it would be necessary to mark them 
down. It, however, would make the $1.25 and $1.50 items exceptional 
values and they would be picked up immediately. 
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We are sure that in review, the OPS will recognize the fairness of 
our request and furnish us relief or will it be necessary to return these 
to the manufacturer and ask that they change their traditional method 
of selling and bill each item at a separate price! 


AMENDMENTS 


Relative to amendments in the OPS regulation, there has been a 
tremendous amount of time put in, in preparing the various charts, 
and so forth, called for by the OPS, and before these have been com- 
pleted there are drastic changes called for in the amendments to these 
regulations, with no additional time granted to review, refigure, and 
file these amended regulations. We earnestly request an extension of 
time beyond April 30 for the filing of all charts where the regula- 
tions have been amended. 

In every organization the careful preparation of these charts has 
consumed a tremendous amount of time and the OPS authorities 
should give consideration to this. We earnestly request that this body 
officially make such a request to the OPS authorities on behalf of 
all retailers. 

Thank you for your consideration. 

Mr. Muvrer. Mr. Farmer, if you remain seated for a few moments, 
please, there may be some questions. 

Before you submit to answering questions, may I, for the benefit 
of all assembled here, advise them that in the nonpartisan approach 
to this problem, that H. R. 1600 and several other bills following that 
have been introduced in this Congress were unanimously supported 
by the members of this committee, with a view to reactivating what 
was known in World War II as the Small War Plants Corporation. 
The precise purpose and function of that Corporation, if it is reacti- 
vated, as we hope it will be, will be to help small business with finances, 
with obtaining contracts, which it then can subcontract to other small 
businesses, so as to integrate the small business into the defense effort 
to the fullest extent, and, as I say, to supply them with the where- 
withal] to carry on as far as possible. 

At this time it might be well te direct your attention to what we 
mean by “small business.” Small business is an all-inclusive term 
covering the small independent businesses, particularly local enter- 
prises, in all fields of business endeavor. There is a more or less gen- 
eral definition which has been used, that small business is any business 
that employs less than 500 persons. So you see it has a very broad 
meaning and almost anyone, except really big business, comes within 
this definition. 

Now with those preliminaries, are there any questions of Mr. 
Farmer? Mr. Riehlman? 

Mr. Rreutman. I haven’t any questions. 

Mr. Muvrer. Mr. Hill? 

Mr. Hitz. I have two questions. The first one: Mr. Farmer, does 
the chamber of commerce, as a whole, favor a pay-as-you-go policy 
by increasing taxes of all kinds in order to balance the Federal 
budget ¢ 

Mr. Farmer. Yes; I would say so. 

Mr. Hitz. The second question: You mentioned the fact that this 
committee should help curtail Federal expenditures. I think we 
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might say the whole Congress has been working on that. Did you 
notice in the press the cut they made in the deficiency appropria- 
tion bill? 

Mr. Farmer. How recently? 

Mr. Hutz. Less than 2 weeks ago. Do you know what the cut was? 

Mr. Farmer. No; I do not. 

Mr. Hii. Well, it was 40 percent in general terms. So, we are 
beginning, we think, to get somewhere in emphasizing the fact that 
we must balance the Federal budget. 

Mr. Farmer. How much of that cut was taken from the Voice of 
America appropriation ? 

Mr. Huw. I think we have taken almost all of it off. 

Mr. Farmer. If the entire cut is taken on one source, without pro- 
fessing to know the merits of the Voice of America, my iassaiiats 
reaction—and I do not feel too well qualified to express myself on 
this—it was not too constructive an activity. 

Mr. McKinnon. They took $200,000,000 off of “Civilian defense,” 
too. 

Mr. Farmer. I was not familiar with that. 

Mr. McKrynon. That was only done in the House. I don’t know 
what the Senate will do. It may put it all back and add some more 
to it; I’m not sure. 

Mr. Muurer. Mr. McKinnon, I think the point Mr. Farmer is trying 
to make is, while we will do everything we can at home to cut our 
budget and increase our defense effort, we must not overlook the neces- 
sity of teaching the democratic way of life to those in foreign coun- 
tries, and whatever we spend on the Voice of America and similar 
efforts is well spent in order to protect ourselves here, by spreading 
our ideas of democracy uibachaws the world. Am I right, Mr. 
Farmer? 

Mr. Farmer. To an extent. But I also feel it is manifestly unfair 
for our democratic government to ask civilians to go without many 
thines and then increase their taxes, and to ask business to carry the 
burden of increased taxes and at the same time do all it can for the 
defense effort. During World War II I reduced my organization 
6624 percent personnelwise; in other words, two out of every three 
people I had placed somewhere else. My sales volume dropped just 
about the same proportion. I think there is plenty of opportunity 
for Congress to do a little belt-tightening in the Government just as 
there is in individuals and businesses. 

Mr. Mutrer. In other words, this must be a unified effort by every- 
one in the defense effort. 

Mr. Farmer. Yes. 

Mr. Muurer. Our next witness is Mr. Ernest Money. 


STATEMENT OF ERNEST MONEY, BEAUTY PARLOR PROPRIETOR 


Mr. Murer. Will you state your full name and address and your 
affiliation, if any. 

Mr. Money. My name is Ernest Money, 2331 South Salina Street, 
Syracuse. I am affiliated with the National Hairdressers and Cos- 
metologists Association, but today I speak only for myself. 

Gentlemen, 1 believe we appreciate more than most people would 
appreciate the privilege of appearing here as one person. Hereto- 
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fore I have always had to appear for a group, or with a group, in 
order to get in, and I consider this a great privilege. 

Today I believe I bring you the baby of all small business, the hair- 
dressers of the United States of America, which affects the male sex 
of the country and everybody else. We have 120,000 establishments 
in the United States of America. They all pay rent; they all pay 
taxes, and they all vote. I hope. Out of that 120,000 establishments 
we employ 365,000 peopie, at a minimum salary of $50 a week. I 
think it would be fair to say that, out of that 365,000, the people who 
employ them spend, as nearly as I can figure it, $600 a year per person 
for supplies for each operator to operate with; and my books stand 
open as an honest set of books, I hope, for the Government to go 
through it and figure it up, if they like, as to what it amounts per 
person. 

The greatest beef that I have as an individual in the industry is 
the fact that we pay a 25-percent excise tax on these materials that 
are used for service. Sixty percent of all the moneys taken in in the 
beauty industry in the United States of America goes for labor. It 
is a service industry. We have nothing to sell but service. On top 
of that, I am sure it was a mistake or confusion or not enough con- 
sideration given to it when the 25-percent excise tax was put on the 
service, because it takes all the profit out of business for any hair- 
dresser in the United States of America. 

There is only one way that the hairdressing industry can survive. 
Remember, gentlemen, it closely parallels the third largest industry 
in the country. Although it has only one, two, three, and four people 
employed in the individual beauty parlors, it is a big business, it is a 
profitable business, and it is the greatest business in the world for the 
women of America. Ninety-five percent of all the people employ our 
men and women and 99 percent of all beauty parlors in the United 
States are privately owned. And yet today we pay a 25-percent excise 
tax on materials in a service where 60 percent goes for labor and 25 
percent in excise tax, plus the other taxes that go with it. There is 
only one way that you can survive, gentlemen, to make it plain to 
you—you have got to chisel a little. Do you want the third largest 
industry in the United States to admit to you that they can’t stay in 
business and survive unless they are relieved of this excise tax. I don’t 
believe there is any honest man in the business today that could carry 
on the work in his own establishment, nor could I carry on the work 
in my establishment today, if it was not for the amount of money that 
I take in off of cosmetics that is used in the service. I would be closed 
in 6 months, because you cannot make a profit on help when you give 
them 60 percent of what we take in as a salary and pay a 25-percent 
excise tax. 

Think it over. 

That is the only ene that I have to make today. It is one of 
the big businesses of this country, and many of us that are in it were 
forced into it, gentlemen. I came out of Worid War I as an electrical 
engineer. I went to work for Hammond Steel Co. on Milton Avenue. 
The depression came along, and, as many of you remember, many of 
the boys sold apples. Many of us did not want to sell apples, and 
some of us went into the beauty business, some of us went into the 
restaurant business, and many of us became salesmen, washed windows, 
and so on. 
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We are not to blame for that, but we do ask you to look into it and 
give us fair play; give us a break on the excise taxes on the materials 
that are used in the service. 

We do not object to the 25-percent luxury tax on resale. If people 
want to buy it and pay the 25 percent, that is wonderful; but if you 
put that tax on the materials that we use in our services, the industry 
‘annot stand it, and neither can anyone else. 

There is only one other point I want to make on the setting up of 
this thing. The beauty salons in this country operate under an intol- 
erable and unfair tax burden. In addition to this excise tax on cos- 
metics which are sold by the hairdressers, we are now obliged to pay a 
25-percent excise tax on cosmetics which are used professionally in 
giving service. Not only is this an unfair tax, but it puts us at an 
unfair disadvantage with other professions where the use of profes- 
sional merchandise is not taxed, and, even more important, it necessi- 
tates considerable record keeping on the part of the small establish- 
ments which have neither the facilities nor the staff to accomplish it. 
For the past. several years the House Ways and Means Committee has 
recognized the justice of our position and has reported favorably leg- 
islation to eliminate the excise tax on cosmetics which are used in 
giving the professional service. 

We hope, gentlemen, to present to you this statement of facts as to 
our position in the business, and we hope to be relieved of the excise 
tax on the materials used in the service. 

It is now commonly accepted that the rendering of beauty services 
is essential to the well-being, morale, and, indeed, the health of the 
American woman. 

It is of the utmost importance that nothing be permitted to hamper 
the full and continuous operation of the Nation’s beauty salons. Dur- 
ing World War II the proper governmental agencies made provisions 
to supply the beauty salons of the country with the necessary equip- 
ment, chemicals, and other supplies in order to permit the efficient 
functioning of the entire profession. 

During World War II prices for beauty parlor services were not 
under control. It was clearly recognized that the services were of an 
extremely personal and professional nature, dependent in great meas- 
ure on the close personal relationship bet ween the patron being served 
and the hairdresser and cosmetologist. 

When the current Defense Powers Act was enacted by the Congress, 
a specific exemption was included in the law for “professional services.” 
All of us in the profession naturally anticipated that we would receive 
the same treatment as was afforded us during World War II. Up to 
this time we have been unable to secure a definite affirmative ruling 
from the Office of Price Stabilization to include the practice of hair- 
dressing and cosmetology in the professional category. By arbitrary 
definition the OPS has limited the application of the “professional” 
exemption, at least up to this time, to the practice of medicine, dent- 
istry, and the law. 

By every common-sense standard, the requirements for preliminary 
education, and necessity for taking specific courses in instruction in 
hairdressing and cosmetology, necessity for passing a qualifying exam- 
ination under the supervision of administrative bodies of the several 
States, and the constant supervision after being licensed, all indicate 
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that the practice of hairdressing and cosmetology is professional and 
as much should be exempted from price control. It can be re: adily seen 
that with 120,000 establishments the probability of equitable price 
controls and the enforcement of the same is beyond all reasonable belief. 
These 120,000 small businesses would be aided immeasurably by the 
repeal of the excise tax on professionally used cosmetics. 

Mr. Muurer. Mr. Money, as you have already indicated your tax 
problem is one for the House Ways and Means Committee, so far as 
the House of Representatives is concerned, but I would like to have 
one thing clarified; so, if this committee should desire to make any 
recommendation, we should like to have the full facts before the 
committee. 

This excise tax that you are talking about, that is being levied upon 
the materials that you use in your industry, is that right 

Mr. Money. That is right. 

Mr. Muurer. You did say there is a 25-percent tax on service. You 
do not charge your customer any tax or you do not ask your customer 
to absorb any tax other than the tax that you may pay for the use of 
the cosmetics, and things of that kind, that are used in the industry; 
isn't that right ¢ 

Mr. Money. I did not intend to make that statement. I intended to 
say it is the tax on the materials used in the service. 

Mr. Mutter. Are there any questions / 

Mr. Rren_man. I would like to get this question clarified in my 
mind. The 25-percent tax is on the materials that you use in your 
service / 

Mr. Money. That is right. 

Mr. Rieutman. Mr. Money, has it been possible at all for you to 
pass on in the price of your service some of this tax to the consumer ? 

Mr. Money. No; you can’t pass on the tax on service. 

Mr. RiewiMan. | mean, have you increased the price of your service 
enough to absorb the tax ¢ 

Mr. Money. That doesn’t do much good, Congressman. In the 
beauty business, tgp you increase prices } you have to give more service 
than material. So, that goes along with it. As you know, in all t ypes 
of business you Psa give a real professional service or else you 
scant it and you do not give much in proportion to the price which you 
charge for your service. 

Mr. Rreuiman. I think you made this point very clear, Mr. Chair- 
man, but I would like to have it clarified for the Bean yar fr ve is 
when you are addressing the Small Business Committee you must 
recognize the fact that we have no authority legislatively, that all we 

can do is study the problem and recommend to the House, either to 
committees or we could do it individually if we feel inclined to intro- 
duce legislation ourselves with respect to the problems confronting 
small business. This is purely, as the chairman says, a matter for the 
Ways and Means Committee to consider. 

Mr. Money. Yes. 

Mr. Muurer. Mr. Hill? 

Mr. Hitz. Well, you bother me. I am a very-small-business man 
myself, running a hardware store, and have for years. What bothers 
me: How many beauty-parlor operators have gone busted in the last 
year ¢ 


86267—51—pt. 2-2 


Se TE, ad 





1218 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Money. Well, we have within the last 2 months closed two 
of the oldest establishments in the city of Syracuse. One of them 
was on auction, owing to the fact that he was not doing business, 
owing to the fact that he could not take in enough money to pay 
his overhead; so he had to close up. I would not say this for sure, 
but I believe I could pick out some 25 or 30 such cases in Syracuse 
in the last 2 years where people have just closed their doors rather 
than try to meet the excise-tax situation. 

As I read the bill on this at the time, if it has not been changed, 
we can charge this tax on service but we have to itemize every customer. 
Well, two towels is 4 cents, an ounce of soap is a nickel, and enough 
wave set to set a woman’s hair is 3 cents; your drying amounts to 
from 3 to 12 cents regardless of how long the woman is under the 
dryer, and then we itemize this and add it up and at the end of the 
job we may collect a tax on this amount of material that we use. 
But in my particular shop, as small as it is, I have to employ three 
people to do that. I have to employ two people to get the facts from 
ach individual operator who has used the material on the customer, 
and then I have to use a bookkeeper to figure it up and keep it 
straight for me. So, in order to get away from all this, we have 
to absorb it rather than collect. 

Mr. Hitt. If it is such a complex matter as you say it is, why in 
the name of common sense are so many people going into it? In my 
country we have lots of them everywhere. 

Mr. Monry. I can answer that for you very shortly. You do not 
need any money. You can open up a beauty parlor in your living 
room; you can open it up in your kitchen; you can open it up in your 
basement. You can buy a dollar package of stuff and you are in 
business, and when the woman gets a service and gives you a dollar 
then you can buy another dollar’s worth and serve another customer. 

Mr. Hitz. Do you have to have any education to open up a shop? 

Mr. Money. Up until about 4 years ago in New York State you 
had to have no knowledge; you had to have no education; you had 
to have enough just to go out and do business. Today we do have 
a license law in New York State, and now you have to take 1,000 
hours of training or six months, whichever might be the greater. 
It is not an education ; it is just a way to get in. 

Mr. Hixi. Let me get another thing clear. You are not speaking 
for the barbers. What are the barbers charging for a haircut here in 
Syracuse ¢ 

Mr. Money. I am appearing for the hairdressers and cosmetolo- 
gists. I think you will have to talk to the barbers to get that in- 
formation. 

Mr. Hitt. How much did you pay for your last haircut ¢ 

Mr. Money. I think I paid a dollar for mine. 

Mr. Hixx. In California last week, when we were there holding a 
hearing, they were charging a baldheaded man $1.50 for a haircut. 
That is a true statement. ‘The gentleman from California will agree 
to that. Do you mean to say those barbers are going busted, going 
out of business just like the beauty-parlor operators! I never saw 
an empty beauty parlor in my life, or in the last 4 years. 

Mr. Money. Congressman, you will never see an empty place. For 
your information, the beauty parlors in America operate only on 
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25 percent of the women in the United States. We have roughly 
50 percent who buy our wares, and 25 percent we do not even know 
if in fact they take a bath or not, because we have no record of them 
whatsoever. 

Mr. Hii. The answer to that question is more beauty operators, 
beauty parlors, that a little competition would not hurt you a bit. 

Mr. Money. There is no such thing as competition in the beauty 
industry, because we do not have enough people who want the service 
to warrant other people going into the business. The only thing that 
hurts us is that we can’t keep enough of the money to pay our bills. 

Mr. Hu. Is that a fact? 

Mr. Monry. That is correct. 

Mr. Hit. I have had a lot of letters from beauty operators, but 
they are not kicking about what you are talking about, they are 
kicking about the price of equipment that they have to buy. I have 
had several letters lately about the womenfolks who are afraid the 
Ways and Means Committee will put a 25-percent excise tax on sewing 
machines. What are we going todo? Are we going to put a 25-per- 
cent excise tax on sewing machines and take it off beauty parlor oper- 
ators? What do you think about that ? 

Mr. Money. I don’t think you followed me very closely. 

Mr. Hitt. If I did not, it was because I was absorbed too much with 
this haircutting business. 

Mr. Murer. Let us get this straight. On that $1.50 haircut that 
Congressman Hill talked about, there is about 4 cents’ worth of hair 
tonic that can be figured against that charge, on which there was a 
l-cent tax for, so there was 4 cents for the tonic and 1 cent for the tax, 
and the other $1.45 was for overhead. It would not help much to take 
off that excise tax there. 

Mr. Monry. What we have been trying to get through to you fel- 
lows, for a great number of years the beauty business has been just 
as foreign to the barber business as the foundry business is to farming. 
We use supplies in the beauty business in our service to women. It 
does not cost you much to cut the hair, especially the hair of a bald- 
headed man when you just cut around the fringes. 

Mr. Huw. That is the kind of haircut I generally get. All you need 
to do is look. 

Mr. Money. When you get that 4 cents’ worth of tonic you pay 50 
cents for it, but in our business when we sell a woman a permanent 
wave it takes a lot of service. Let us get down to one specific case, a 
permanent wave. A permanent wave is only permanent in the hair 
that is here today, it is not permanent in the hair that grows after- 
ward. 

Mr. Hm. That is what I call a smart answer. 

Mr. Money. One specific case, let us get down to the $15 permanent 
wave, and let us divide this $15 permanent wave that is given in the 
professional shop. The operator gets at least half of it for her salary; 
that is $7.50. The actual cost of material for doing that job is $4.80. 
Some people make their own, but if you use the stuff that is sold for 
that purpose it costs you $4.80. We have got half of it for a salary 
and we have got $4.80 for material. Then we have still got towels, 
soap, lights, heat, dryer, and rent to meet out of what is left. Now, if 
I should like to turn the $15 permanent-wave shop into a $5 permanent- 
wave shop IL will make $4 for the simple reason that I could go to all 
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the schools in the country and take their people as they come out and 
pay them $26.40 a week, with nothing else to pay. I could make my 
own stuff out of green soap and ammonia which would not cost me 
more than a penny to produce, and each girl could turn out about four 
or five or six a day. What do we want to do? Do we want to take 
off the excise tax so that we can go along and give the right kind of 
service to the women, or do we want to go along with an inferior serv- 
ice? Remember, the medical profession was once the barber business, 
and look where it is today. 

Mr. Hitz. You mean look where what is today, the barber shop? 

Mr. Money. Look what the doctors have done with the barber 
business. 

Mr. Hitt. The barbers charge the same if the man has a little rim 
of hair on the top of his nog or if he has a big head of hair. 

Mr. Money. I can explain that to you so you understand it. 

Mr. Hiri. That would be the same explanation that you made on 
the permanent wave. 

Mr. Money. No; it will not. I will take you and your brother, and 
you both come in for a haircut. He has got a big head of hair and 
you haven’t got any 

Mr. Hutz. It wouldn’t be my brother. 

Mr. Money. And he sits down in my chair and you sit down in the 
other man’s chair, and he gives you a haircut and I give your brother 
a haircut, and I charge him a dollar and the other man charges you 
50 cents, and when your brother gets out of the chair he pays me up, 
and how do you think he would react if he knew that you paid only 
50 cents ¢ 

Mr. Hix. In other words, you fiddle around on the old bald head 
long enough to make him think he had a haircut. 

Mr. Money. Sure; we put in time. That is all we have to sell, 
is time. 

Mr. Murer. It seems to me it is a question of more and better 
appropriations with less taxes. 

Mr. McKinnon. Mr. Chairman. 

Mr. Muurer. Mr. McKinnon. 

Mr. McKiynon. Most of the ladies that you work on feel that the 
beauty work is essential ? 

Mr. Money. That is inferred in my statement. Really, for the 
morale of a woman it is essential. Seriously I would like to take a 
few minutes to tell you what happened in England when the war 
broke out and they took all beauty away from the British women, 
and they had to give it back to them. 

Gentlemen, there isn’t any of you who would want to take your 
wife out in 6 months if there were no beauty parlors. A woman today 
has to look nice; it is part of her life, her clothes, and the way her 
hair looks, and the way her skin is made up. That is what makes 
the American women the most beautiful women in the world, because 
they have got the money to pay for it. In other words, we need beauty 
parlors to take the money away from them and make them loo 
beautiful. 

Mr. Muurer. Mr. Money, we thank you very much. Iam sure every 
man in this audience is with you. There is no one more beautiful than 
the American women, and we are going to keep them that way. 

Mr. Money. Thank you very much. 

Mr. Mctrer. Mr. C. J. Pollatsek, of the builders exchange. 
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STATEMENT OF C. J. POLLATSEK, SYRACUSE BUILDERS 
EXCHANGE 


Mr. Murer. Will you sit down, sir, and give the reporter your 
full name, address, and affiliation ? 

Mr. Potiatsex. My name is C. J. Pollatsek. I am secretary- 
treasurer of the Syracuse Builders Exchange. I am afraid we do not 
have the personal operation that the preceding gentleman had. 

The Syracuse Builders Exchange is well qualified to speak for the 
construction industry in this area, being the largest trade association 
in the industry while at the same time representing every phase of 
this industry. The construction industry is a small-business industry 
Nation-wide as well as locally. Within our membership over 50 per- 
cent of the firms have a worth of less than $50,000, and less than 10 
percent exceed $100,000. 

In our industry’s various fields of operation, the construction and 
improvement of structures owned or occupied by small business firms 
is one of the most important. We are very sensitive to fluctuations 
in small businesses. One of the more common difficulties brought to 
our general contractors by small industry is that, even though they 
may earn a substantial profit, the amount they must pay in taxes seri- 
ously depletes their cash funds. If they are forced to expand or 
extensively modernize their quarters, they are forced to borrow from 
a private banking institution or a public agency. Some firms do not 
feel they can afford the risk of substantial loans for that purpose. If 
they do borrow, the charges for the financing must be added to the con- 
struction costs. Labor suffers at times because of this, in that it is 
forced to work in plants which need modernization or replacement. 

The same cycle affects the home builder. Because of present in- 
come-tax rates, he finds that, even though his prospects are earning 
the highest gross weekly earnings in history, the plea is made that 
people are unable to raise sufficient money for reasonable down pay- 
ments or cannot afford suitable rental quarters. So we find an in- 
creasing clamor for public housing or the liberal financing of private 
rental housing projects or for liberalization of the financing of indi-: 
vidual homes. The home builder finds himself competing for inflated 
labor and materials while trying honestly to build homes of quality 
at reasonable prices. Public housing projects as well as the large 
privately financel Government-guaranteed rental housing projects 
are constructed principally by a few of the large contractors or 
opportunists who enter the field. These large projects consume larger 
quantities of steel, brick, and concrete than an equivalent number of 
single units require—materials which are badly needed for plant 
construction. 

In passing, the subject of public housing should be touched on. 
Public housing is in reality a “Brannan plan” in the construction 
field. However, it is doubly dangerous for the industry in that these 
large projects are built as a competition for existing or future con- 
struction and are a source of never-ending expense in the form of taxes 
to the contractor who must try to build in competition with the sub- 
sidized rents. The occupantg of such projects m many cases lose the 
urge to became home owners or improve their living conditions. 

Do not think for one moment that loose, poorly conceived, and ex- 
tremely favorable lending regulations with very low or practically 
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no down payments favor the responsible small contractor. Such 
financing attracts the unscrupulous builder who engages not in the 
selling of homes but rather the selling of financing terms. This group 
competes with the responsible contractor, is usually a much better 
salesman than builder, and after a time disappears as suddenly as he 
once appeared, leaving behind a trail of shoddy structures, inadequate, 
worth much less than he received from them, and not infrequently a list 
of unpaid bills. The responsible contractor is left to ty. oma! as a 
member of the industry which allegedly engaged in this fraud, and 
likely as not he is further criticized because he cannot work the 
miracle of transforming the undesirable property into suitable 
quarters. 

Not alone in money matters is our industry subject to extreme prob- 
lems. We are now seriously affected by emergency regulations 
brought about by the National Defense Act. Under the M-—4 order 
of the NPA certain types of construction are required to obtain a 
permit known as NPAF 024. Two methods are used in obtaining such 
a permit. The owner or architect may either file before engaging the 
services of the contractor or obtain the permit first, then seek the 
services of the contractor. Such permit must be filed with the regional 
office, which in our case is New York City, for processing. A delay 
of from 3 to 4 weeks usually follows before an answer 1s obtained. 
The permit when granted gives 60 days in which to commence con- 
struction. Because of material shortages and delays in shipment, 
this is becoming extremely difficult to do. Return to the practice of 
World War II when such permits were granted by local offices is 
highly recommended as a relief from this burden. A greater lengti 
of time than 60 days in which to start a project is also becoming 1m- 
portant as materials such as reinforcing rods become more difficult 
to obtain. 

On April 6 the NPA issued as amended M-1 order. This order, 
in effect, further restricts the manufacture of construction equipment. 
We have already been suffering from severe shortages of new equipment 
and replacement parts. According to information furnished by manu- 
facturers of construction equipment, they will have no allotment of 
steel starting about June 1 for replacement parts. Construction equip- 
ment is highly perishable because of its outdoor use as well as the 
nature of its operations. For that reason, repair parts for upkeep 
and new equipment to replace irreparable damage is highly essential 
if this industry is to continue to contribute to the defense as well as 
civilian economy of the country. 

As an example of such need, one of our members has been searching 
for two hubs for a large tractor which is sorely needed on a construc- 
tion project. After many letters, telegrams, and telephone calls one 
hub was located in Maine and they are still in need of a second. We 
have been informed that tractor treads or as they are also known as 
“rails” are practically impossible to obtain. The NPA has set up an 
MRO order known as DO 97, for such replacement parts, but actually 
it has no great standing with suppliers. Construction jobs have for 
the most part obtained few if any other DO ratings. Unless relief is 
found promptly we shall find highway construction and maintenance 
badly hampered and general construction greatly slowed down. The 
lack of parts is greatly.aggravated by what appears to be an unneces- 
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sary large purchase of replacement parts to repair Government equip- 
ment which has been allowed to deteriorate unnecessarily. 

In the field of labor management we are possibly most seriously 
affected. To enter into detail it now would be difficult because of the 
allotted time. We are just starting the building season in this area. 
Unfortunately practices which are unhealthy for the entire country 
are cropping up. You gentlemen are not here to investigate condi- 
tions in some nearby Government projects as they are already under 
investigation by another committee of Congress. But as the Small 
Business Committee, we urge that you recognize the vital importance 
of keeping the strength already written into regulations governing 
wage controls and in the future it be assured that enforcement is prop- 
erly carried out and that relaxation of any of the present regulations 
be given most careful consideration. 

As a small-business industry we ask a realistic approach to business 
regulations, taxes, and Government control. Inflation is our greatest 
worry as an industry and in making decisions we urge that they be 
carefully weighed as to their effect on this peril. 

Mr. Muurer. Mr. Pollatsek, if we were elsewhere than in the State 
of New York, we might devote some time to the problem you pose on 
public housing. I think the State of New York is peculiar unto itself 
on that subject, because locally in the city of New York and throughout 
the rest of the State this problem is being solved and taken care ‘of by 
the State, so if you have any fault to find with the public-housing 
policy of the State I think it should be presented to the State legisla- 
ture. You and I might take a lot of time in arguing the pros and cons 
as to whether it is good or bad, but so far as this area is concerned it is 
purely a local problem. It is true that the public-housing legislation. 
does make funds available to the State, but the State can reject it or 
not, as it pleases. 

The second part of your story deals with NPA and I think on that 
we ought to call on Mr. Bartlett and ask him to answer some of your 
problems. 

Mr. Barrierr. I would like to say for the benefit of the witness it is 
the function of NPA to delegate the authority on the issuance of con- 
struction permits as well as on our other regulations to the district 
offices as far as possible, and as fast as possible. 

As a matter of fact, on April 3 we did delegate authority to issue 
construction permits under regulation 14 to 13 district offices in addi- 
tion to the regional offices, and as rapidly as we get the local offices 
staffed it is the intention to delegate such authority locally. So that 
should solve your problem in the matter of delays. 

Meanwhile, if you deal through the local office, of which we have one 
here, they will be glad to st udy_ your situation here. 

Mr. Pouiarsex. Are they permitted to give extensions for 60 days? 

Mr. Bartierr. They are not permitted to give any permit here, but 
they can speed up your service from the regional office in New York. 
They deal directly through our local representative here. We hope 
eventually to have that authority delegated to the district office here. 

Now, I did not quite get your remark in regard to restrictions under 
the M-1 order. 

Mr. Potiatsex. According to information given to our firms by 
suppliers of construction equipment, they have been informed that 
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they are going to be restricted in the amount of material available to 
make replacement parts of construction —— starting around 
June 1. I only know we got a flood of telegrams and notices from 
manufacturers on whom our people are dependent for obtaining these 
parts. We have been very ned worried about it, because in June, 
July, and August there is possible our greatest demand for replace- 
ment parts, and if that is going to be true we are gaing to be badly 
hampered. 

Mr. Barterr. It is evident the suppliers are anticipating the in- 
auguration of the controlled-materials plan which we propose to start 
July 1. Under that, there will be three factors taken into considera- 
tion, that is, materials required for the defense effort, the defense 
supporting effort, and civilian usage. 

Mr. Pouiatsex. In what terms are they notified there will be a 
slackening of materials on June 1? 

Mr. Bartierr. The press release was issued the latter part of last 
week. I think that is probably where your suppliers got the infor- 
mation. It is the desire and intention of the NPA to take care of 
small business. As a matter of fact, small business is written right 
into the Defense Production Act of 1950. 

Mr. PotiatseKk. So they haven’t been informed of that thing? 

Mr. Barrierr. Who hasn't? 

Mr. Pou.arseK. The manufacturers have had that information 
given to them and they are notifying their dealers here that there will 
be a shortage of that equipment, and we are already very much behind 
the eight ball. 

Mr. Bartierr. That is the purpose of this controlled materials plan, 
to allocate materials for the different purposes. necessary, taking into 
consideration the known factors, where heretofore we have been work- 
ing on a single industry basis. 

Mr. Motrer. As to this allocation plan, Mr. Bartlett, am I right 
in saying that the allocations will be made so there will be as much 
material as possible channeled into the civilian effort but taking into 
consideration first the defense effort ? 

Mr. Bartrierr. That isthe program. In other words, when we have 
the known requirements of the defense effort, and they are able to 
supply that to us now, and with that in mind, matching that against 
the available supply of materials, we will know what is left for civilian 
use. 

Mr. Murer. And with that knowledge you will be able to channel 
material into the civilian effort ¢ 

Mr. Bartierr. That is the purpose of the plan. 

Mr. Datmas. Mr. Chairman. 

Mr. Murer. Mr. Dalmas. 

Mr. Datmas. The controlled materials plan I believe, Mr. Bartlett, 
contemplates construction equipment and machinery will receive pri- 
orities. 

Mr. Barrierr. It depends on the type of construction. The defense 
support program will receive priority over the civilian project, but 
we anticipate there will be a larger supply of materials available for 
civilian consumption, ‘ 

Mr. Davmas. I just want to ask this further question of Mr. Bart- 
lett. Hasn’t the NPA been able to get up a better program for replace- 
ment parts for all machinery ¢ 
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Mr. Bartierr. That is right, because we have had a very bad expe- 
rience in this deal, that through the MRO order there has been much 
cheating. 

Mr. Poutiatrsek. I might observe this: I question as to whether there 
has been as much cheating as there has been a misunderstanding as 
to what it was intended for. As a matter of fact, the Sampson Post 
job was issued under DO 97 on construction material and we were ask- 
ing Rochester to see if they were doing it under DO 2. 

Mr. Barrierr. DO 97 was only intended to cover maintenance, re- 
pair, and operating supplies, and was not intended to apply to original 
construction. 

Mr. Potiarsex. Could I ask the gentleman a question ? 

Mr. Davmas. Certainly. 

Mr. Potiatrsek. You asked if there was going to be an allocation of 
materials on the basis of the defense effort and the civilian economy. 
There is one point that I think should be thought about, and that is 
this: While we look on highways as civilian economy, highways are 
not civilian economy, not in the present conditions. 

One of the greatest difficulties that our people are getting into— 
and we have many highway contractors and supply men—is because 
highways have not been put into the classification, or have not been 
up to this time considered as essential as they are. They are finding 
it increasingly difficult to get their equipment and their maintenance 
supplies particularly. 

Vr. Barrierr. We have those factors under consideration. Of 
course, we can’t determine at this time what place highway construc- 
tion will take in this economy. 

Mr. McKrynon. It is your point that if highways break down or are 
held up all your defense projects may go for nothing, because you 
have to get your equipment over the highways in order to get to 
work ¢ 

Mr. Potiarsex. That is right, and especially in the wintertime, as 
T think Mr. Riehlman will understand. We have equipment that has 
to be used 24 hoursaday. <A large number of our members are engaged 
in supplying that equipment and they have had material shortages in 
the material. 

Mr. McKtxwnon. If you had your choice in the matter, you would 
rather see the material allocated into highways rather than into some 
buildings that are necessary, or plant expansions that are necessry for 
the war effort / 

Mr. Pouiarsex. Or that are not necessary for civilian necessities. 
There are some civilian necessities that merit consideration. 

Mr. McAinnon. There are a lot of buildings that they would like 
to build that do not merit consideration. 

Mr. Pouuarsek. Yes; we concede that. 

Mr. Mutrer. You make a distinction between housing for defense 
workers as against other civilian production, do you not / 

Mr. Pouiatsex. By civilian production you are referring to con- 
struction of commercial facilities ? 

Mr. Murer. Yes; construction of, or expansion of commercial 
facilities that are not directly allied with the defense effort. 

Mr. Potiarsex. Some of it is necessary. Some retail merchandise 
establishments are necessary. 
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Mr. Murer. Which would you put first, the housing for defense 
workers in areas where they must house defense workers, where there 
is not sufficient housing for them, or expanding commercial facilities 

Mr. Potxatsex. If housing is in short supply, I should say that 
should be first. 

Mr. Muurer. What is the situation as to housing in this area? 

Mr. Potiatsex. I prefer not to get intothat. That is a long-winded 
proposition. 

Mr. Mutrer. Without being long-winded about it, do you have am- 
ple housing facilities in this area or do you not ? 

Mr. Pouiatsex. That isa moot question. We think they are rapidly 
gaining on that point. 

Mr. Murer. I think that answers the question, that _ are rapidly 
gaining on that point. They are not the chief point where there is 
sufficient housing. 

Mr. Potiarsex. There has been a shortage in housing, we admit 
that. 

Mr. Rrentman. I just want to ask Mr. Bartlett in connection with 
highway construction, is not the question whether it is in a defense 
area taken into consideration ? 

Mr. Bartterr. As to whether it is a defense project, or a civilian 
project, yes, sir, that is being considered. 

Mr. Murer. Thank you, Mr. Pollatsek. 

Will the following gentlemen, Sperry W. Miner, Buffalo Automo- 
bile Dealers Association; William W. Welton, Syracuse Automobile 
Dealers Association, and Hugh T. Beckwith;a Ford dealer in Bing- 
hamton, N. Y., come forward, please. 

I understand your statements are more or less integrated. 

Mr. Henpverson. My name is C. D. Henderson, of the New York 
State Automobile Dealers Association. The gentlemen have asked 
that I work with them. We will stay within our time limit. Mr. 
Sperry W. Miner, of the Buffalo Automobile Dealers Association, will 
be the first witness. 


STATEMENT OF SPERRY W. MINER, PRESIDENT, BUFFALO 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Miner. Mr. Chairman and gentlemen of the committee, my 
name is Sperry W. Miner. I am president of the Buffalo Auto- 
mobile Dealers Association. Iam a dealer myself and have been for 
17 years. 

The 160 members of our association have asked me to express their 
thanks to your committee for this opportunity to appear. Our mem- 
bers are located in Erie County and Buffalo. Buffalo is the largest 
city in New York State outside Greater New York. 

We serve a very large manufacuring area. Buffalo is the second 
largest railroad center in the country, a vast lake shipping port, and 
an outstanding center for diversification of industry. 

Bethelehem Steel, Wickwire Steel, Lake Erie Engineering, all 
familiar names in war production, many more all known to you, are 
part of the 240 manufacturing plants in the Buffalo industrial area. 

Through statistics furnished by the Department of Labor, we find 
an outstanding increase in employment in our area. due almost wholly 
to the expanding defense activities. 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 1227 


The Department of Labor figures represent 78 percent of actual 
total plant employment—in February 1950 the number of plant em- 

loyees was 169,000. Just 1 year later, February 1951, this number 
Pad. jumped 27,000 to a total of 196,000. 

This great labor force works within an area of some 300 square 
miles. The latest available omnibus registrations for all of Erie 
County is only 1,799, the waged of this number being the city fleet 
of busses of the Niagara Falls Transit System serving only the city 
of Buffalo—91,500 carrier busses are all that are registered in the 
United States. 

Automobiles are essential to the life of our industrial community. 
Around-the-clock shifts of workers traveling in many cases from 
suburban areas where the population growth has increased tremend- 
ously as in most all parts of the country, cannot be handled by any 
public transportation system. Buffalo defense manufacturing de- 
ends on individually owned automobiles. We learned that in the 
fast war. 

The average automobile owner pays $47.96 for special State MV 
taxes—license, gasoline, tires, parts, et cetera. The average automo- 
bile owner pays $27.22 for Federal excise taxes. 

In 1950, 48,056 new cars and commercial vehicles were registered in 
Buffalo and Erie County. On this registration at the present 7 per- 
cent excise tax, a total of more than $4,805,600 was paid. If the pro- 
posed 20 percent excise tax should be considered on a similar number 
of cars, $14,016,000 would be asked to be paid per year by people in 
an area which “runs on wheels.” 

Mr. Murer. Do you have any questions, Mr. Riehlman ¢ 

Mr. Rreutman. No. 

Mr. Mutrer. Mr. Hill. The only question I had was on that last 
statement. Is that the crux of what you are saying, that you are 
opposing a 20-percent excise tax on automobiles ? 

Mr. Miner. No, sir; the intet of this opportunity to appear before 
you is to present two factors to you: First, the essentiality of an auto- 
mobile, which is sometimes not understood, and secondly, the part 
that has to do with the increase in excise tax. Several others of my 
group proposed, in order to save your time, to touch on these various 
subjects. You will hear more on that a little later. 

Mr. Mutter. Thank you, Mr. Miner. 

Mr. Miner. Thank you. 
Mr. Muurer. Mr. Welton. 


STATEMENT OF WILLIAM W. WELTON, PRESIDENT, SYRACUSE 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Wetton. Mr. Chairman, my name is William W. Welton. I am 
president of the Syracuse Automobile Dealers Association. We are 
grateful for this opportunity, and especially so because our good friend 
and Congressman, Walter Riehlman, is one of your committee. 

Very briefly, on behalf of our membership, I will try to point out 
the essentiality of the automobile to this community. 

During and after World War IT, new housing in our community has 
spread out in practically every direction from our city limits. Large 
new industrial plants have been erected out in what was farm territory 
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before . Our industrial employment has increased so that. people daily 
commute from over 50 miles. I personally sold an automobile last 
month to a man who drives 55 miles each way to Electronics Park 
and works the 11 to 7 shift. These factors have created a transporta- 
tion problem which no public transportation system could possibly 
serve. 

In addition to the problem of transportation to work, these many 
families also have the shopping alii to meet. How could this 
be done without automibiles? Certain Government regulations and 
proposed taxes have created a real problem in providing many of our 
citizens this essential transportation which is vital to the defense effort 
in which we are now engaged. 

The following statistics are from surveys by city and State traffic 
engineers in cooperation with United States Bureau of Public Roads: 

Only 16 percent of automobile trips are for social and recreation 
purposes; 65 percent of all automobile trips are to work, on business 
or shopping; 19 percent are for other purposes, such as going to the 
dentist, doctor, taking children to school, et cetera. In view of these 
figures, can anyone doubt that the automobile is essential to the func- 
tioning of our economy! We sincerely ask that the members of your 
committee consider the automobile in this essential light when re- 
viewing past legislation and in voting new legislation bearing on the 
automobile business as a whole. 

Mr. Mutrer. Are there any questions ? 

Mr. Rreu_man. No question. 

Mr. Mutter. Thank you, Mr. Welton. 

Mr. Beckwith. 


STATEMENT OF HUGH T. BECKWITH, FORD DEALER IN 
BINGHAMTON, N. Y. 


Mr. Beckwirn. Mr. Chairman and gentlemen, I am Hugh T. Beck- 
with, Ford Dealer in Binghamton, N. Y., representing 17 new-car 
franchised dealers in our community, and have been a dealer for more 
than 25 years. 

As a rule, franchised auto dealers are respected businessmen and 
cooperate in all community projects. The franchised dealer to date 
is paying in excess of 50 percent of his profits in taxes to the State 
and Federal Governments. As the cut anticipated in production goes 
into effect, all auto dealers will suffer, and in addition to this it will 
be necessary for them to compete with defense contracts for labor. 
The proposed excise tax, if raised from 7 to 20 percent, would make it 
impossible for the wage earner to furnish himself with necessary trans- 
portation to get back or forth to war and industrial plants. If this 
excise tax should be approved, it would be necessary for the wage 
earner to pay approximately $657 in all taxes on a $2,000 auto- 
mobile, and this increase would raise the retail price to around $2,200. 
As of right now on a $2,000 automobile, the payments are approxi- 
mately $102 a month, and with the proposed increase in excise tax, 
the payments would be increased to about $113, which is beyond the 
ability of wage earners to pay. Rule of thumb has been that 1 week’s 
salary should take care of 1 month’s payment on an automobile, and 
thus not overselling the wage earner. Consequently, we should like 





SMALL BUSINESS AND THE NATIONAL EMERGENCY 1229 


to have the Federal Reserve System relax the length of time the wage 
~arner would have to pay for his transportation. 

If this increase in excise tax were approved, transportation would 
pay the highest tax of any commodity, except alcohol tax, and it would 
be nearly as high as on such luxury items as furs, jewelry, et cetera, 
which does not have to do with the defense effort like transportation. 
It is discriminatory, illogical. It will add $10 or more to monthly pay- 
ments already too steep for many former buyers. but it’s the idea of 
men who don’t yet realize that big tax take from autos is in usage, not 
in inventory. Decentralization is encouraged and more and more 
people are moving out of the larger cities into suburban and rural 
areas, and these people must rely solely or in a greater part on pas- 
senger cars for their transportation, due to none or inadequate public 
transportation. In excess of 75 percent of the automobiles are now 
used for essential transportation— going back or forth to work 
and for the purpose of shipping for food, clothing, and drugs for 
the family. 

Regardless of how great the need of the average worker to replace 
his car, it is getting increasingly more difficult for him to meet the 
payments from his current income, and we urge that you consider 
all the facts before approving further discriminatory and excessive 
automobile excise taxes. 

Mr. Murer. As has been said several times today, Mr. Beckwith, 
you are dealing with a problem that is peculiarly within the jurisdic- 
tion of the House Ways and Means Committee. This committee is a 
committee set up to investigate, study, and make recommendations 
only. "We are not a legislative committee. But in order that this 
committee should consider whether or not it should make any recom- 
mendations, of course we should have all the facts before us, and then 
it will be a matter for the full committee to act upon when these hear- 
ings are concluded by the various subcommittees. 

You have given us various facts and figures, and I think we ought 
to have them clarified so that the committee may be able to take 
appropriate action, if any is necessary. 

What is the average price of the automobile that is bought by the 
wage earner ¢ 

Mr. Beckwitrn. Approximately $2,000. 

Mr. Muvrer. Andon much does that cost to manufacture ? 

Mr. Beckxwirn. That I could not answer. 

Mr. Murer. How much does it cost the retailer? What does the 
manufacturer charge the retail automobile dealer for that $2,000 
automobile / 

Mr. Beckwirn. Well, various manufacturers charge different 
prices, T assume. 

Mr. Mutrer. Let us take the average $2,000 automobile, that you 
sell to the wage earner for $2,000 as a retail automobile dealer. How 
much do you pay the manufacturer for that $2,000 automobile ? 

Mr. Beckxwirn. It might cost the retail automobile dealer $1,650, 
perhaps. 

Mr. Muurer. Now, if it costs the retail automobile dealer $1.650— 
and that is not the price on which the excise tax is fixed, it is fixed on 
the manufacturer’s cost, but let us assume the manufacturer's cost is 
the $1,650 that he charges you, which already includes the excise tax, 
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presently there is a 7-percent tax, and if it were increased to 20 percent 
your tax on that $2,000 automobile would be $330. and here we have 
$675 that you told us about. Where does the extra $345 come from? 

Mr. Becxwirn. I think that will be clarified later in our presenta- 
tion. I do not have the figures here. 

Mr. Murer. I hope it will be clarified, and since there appears to 
be no one else who is going to appear for your group here, I hope some- 
one on your behalf, or on behalf of your group, wil send the facts and 
figures to the House Small Business Committee in Washington, so we 
can have the complete facts before us. 

Mr. Henperson. Mr. Chairman, it was our understanding we were 
only to be allowed a short period this morning and then we will return 
this afternoon. 

Mr. Murer. Very good. Iam not finding fault with you, but I am 
sug resting we should have the complete story. 

Mr. Henpverson. We will try to give it to you. 

Mr. Mutter. Mr. Hill. 

Mr. Hut. I was going to get at this question that bothers me per- 
sonally. What are we going to do—I am not talking about New York, 
but I am talking about the United States as a whole—what are we 
going to do about getting people who live long distances from where 
they work to pool their dea! Now that is important. How are we 
going to work that out? What has the Automobile Dealers Asso- 
ciation in the national picture done toward promoting the plan where 
a man who is driving 30 or 40 miles to work may bring other people 
with him? I would like to see a program like that started before too 
many days go by. 

Mr. Becxwirn. Well, sir, if I may answer you in that regard, dur- 
ing World War II, I happened to be a member of the committee of 
the Office of Defense Transportation in our particular community, 
and I don’t think it is only now but it has been in the past the practice 
where a worker comes in 40 or 50 miles, or 35 miles, he usually 
carries about four workers with him every day. I think that is al- 
ready in effect, sir. 

Mr. Hitt. Well, I hope you are right. 

Mr. Becxwiru. Probably it will be more so in the near future. I 
know I am right on that point because we are in this business. 

Mr. Hitz. Not long ago I took occasion myself to count the auto- 
mobiles that passed me in coming home from work between 4 and 
5 o'clock in Washington, and I did not find half the cars that had 
more than one person in them. You may live in a different com- 
munity, but these people go and come by themselves from work. 

One of the things that automobile dealers must do that will help 
the country considerably is to help in a program whereby we can 
use these cars. I'll bet you there isn’t a single man in Washington 
that pools his car at this time. 

Mr. Mutter. I can’t find one to pool with. 

Mr. Hix. And during the war I could not find one either. If 
you drive downtown between 4 and 5 o'clock in most of these cities 
you better walk and make better time. 

Mr. Becxwirn. You are right. . 

Mr. Hut. That is a real problem, without any question. 

Mr. Mucrer.* Thank you, gentlemen. 

Mr. Ralph Bevard, of the American Production and Grinding 
Corp. 
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STATEMENT OF RALPH E. BEVARD, TREASURER, AMERICAN 
PRODUCTION & GRINDING CORP. 


Mr. Murer. Will you give us your full name, address, and af- 
filiation ¢ 

Mr. Bevarp. Ralph E. Bevard; treasurer of the American Pro- 
duction & Grinding Corp., 213 Washington Square, Syracuse, N. Y. 

Mr. Mutrer. Would you like to file your formal statement and 
then briefly summarize it for us ¢ 

Mr. Bevarp. I have filed it, I believe. 

Mr. Murer. Very good. 

Mr. Bevarp. This talk will be on the problems of prime and sub- 
contracting confronting small machine shops and tool manufacturers 
in times-of national emergency. 

Most small machine shops cannot afford the procedures required to 
obtain prime contracts. Since most of them are operated by one or 
two individuals whose time is mostly taken up with the direct opera- 
tion of the shops, and in order to obtain prime contracts from the 
Government, it is necessary to spend a great deal of time at pro- 
curement centers in order to educate oneself in that direction. It 
might be remotely possible to get Government contracts without 
going through this time-consuming procedure. However, we have 
not been successful in getting anything that would even come close 
to fitting into our particular equipment, and we have followed all ad- 
vice given by the Armed Forces divisions except the actual visiting 
of the procurement centers, which we cannot afford to do. 

There are many possible solutions for these problems in obtaining 
prime contracts in which the Government could take the initiative 
and participate in behalf of small machine shops. Recently, for 
instance, the Wright Aeronautical Corp.—a division of Curtiss- 
Wright Corp.—brought a corps of their agents into town with blue- 
prints and sample parts, which would ultimately be required on a 
subcontract basis. This was an excellent idea, and could be advan- 
tageously used by the Armed Forces procurement divisions. It ap- 
pears that the real answer to assist small businesses in obtaining prime 
contracts is a more detailed organization in Government procure- 
ment. On the surface, this might — to be an expensive pro- 
cedure for the Government, but we will show under the heading of 
“Subcontracting” that the Government can do this and save money. 

Another suggestion for assistance to small businesses would be 
for the Government to encourage in localities organization of smal] 
machine shops so that information for many shops could be funneled 
through one source. By organization, meaning only for the purpose 
of obtaining contracts. We have discussed this with many other shops 
in this locality, and they have felt that, given the opportunity, very 
sizable contracts could be handled by the pooling of resources. 

There are also the technical problems aveived such as proper in- 
terpretation of Government specifications in connection with engineer- 
ing, finishing, and shipping specifications which require many hours 
of education for proper interpretation. We have in mind a recent 
example. 

Quoting on a subcontracting basis, we were unable to properly 
define the finish spectfieations on the part. Upon contacting the 
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prime contractor, we were instructed to contact the local ordnance 
division for interpretation. The local inspection division was also 
unable to give us the information which we desired. The only way 
that it could be determined was by long hours of reading at least five 
specification pamphlets, when all that was required ultimately was a 
baked enamel finish. This is an excellent example of how small busi- 
nesses are handicapped in Government work. 

In that connection the larger businesses, of course, have their en- 
gineers who are able to sit down and go through all of these Govern- 
ment specifications and come up with the right answer. 

All of the time and effort required to obtain prime contracts is 
extremely expensive, and cannot be absorbed by small businesses due to 
the relatively small number of productive hours available in the shops 
operations to pay for this overhead expense. 

The remedy for this difficulty does not come to my mind as easily 
as some of the others. There should be, however, in the Government 
agencies, men who are qualified to give simple answers to simple 
questions, and we feel that the Government would be economically 
better off to make these men available to small business. This might 
appear expensive for the Government, but we must always keep in 
mind that there is already organization in the way of an inspection 
division, and on subcontracting, the inspection is in constant contact 
with the subcontractor, making inspections right in their shops. 

There are not as many difficulties in obtaining subcontracts as there 
are in obtaining prime contracts. The real difference in general lies 
in the nature and tenure of the work. Fhe following remarks‘are not 
to be construed to be true in every case, but can in the majority of 
cases. The discussion of this subject will lead to prime contracting 
occasionally, since the two are very closely related in many respects. 
I would like very much to have the time to read to you the Govern- 
ment requirements for a prime contractor to issue his purchase order 
to a subcontractor. Time, however, will not allow such a lengthy 
undertaking. 

In effect, some of the dangerous provisions set forth carry the sub- 
contractor's liability far beyond the cost of the part he manufactures, 
and lays him open to liabilities, the risk of which he cannot afford 
to take. This, in spite of the fact that parts are inspected during 
manufacture in his own plant by field inspectors, and again, by resi- 
dent inspectors at destination. 

The supplier’s liabilities certainly should never at any point exceed 
the cost of the part which he manufactures, unless there is a distinct 
breach of contract due to negligence. 

At this point, we will attempt to point out some of the expensive 
fallacies of subcontracting as opposed to prime contracting. Almost 
all quotations which we are submitting for Government work on a 
subcontract basis are openly represented to us to be of a temporary 
nature since the prime contractors are buying equipment to manu- 
facture these parts in their own plant eventually. This is extremely 
expensive for the Government because the small shops must tool up 
to manufacture the early production requirements of these parts, and 
after being set up to manufacture them, are asked to discontinue pro- 
duction upon acquisition of facilities by the prime contractor. 

What are the ramifications of this situation? Prima facie, this does 
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not seem to be an unreasonable procedure. However, we must keep in 

mind that on the particular part required, there has been a production 
set-up established which cost someone something, and in many in- 
stances, the original cost of the set-up exceeds the production costs. 
When the prime contractor again makes this set-up there is double 
cost involved. Along with this, most prime contracts are Government 
financed. An example is a local concern which has on order some three 
hundred-odd machine tools, Government financed. There are facili- 
ties throughout the vicinity in small shops which are sitting idle, 
and are the same as those on order by this concern. 

In this particular instance, our shop has tried repeatedly to line up 
several of our machine tools for work required by this concern, but the 
answer is, “We intend to manufacture them ourselves.” If we con- 
sider that $10,000 is a fair average price for machine tools, the cost in- 
volved in this instance is substantial. As a matter of fact, astronomi- 
cal, from the standpoint of our shop. 

We know that upon the completion of Government contracts, theo- 
retically, these facilities are turned back to the Government, but we 
know, also, that they are disposed of at ridiculously low prices. With 
all the costs involved in procuring and disposing, it is probably close 
toa total loss. In addition to this, we must bear in mind that housing 
facilities must be provided for that equipment, this, plus additional 
personnel and all the other costs inherent in such a program, makes 
for very expensive operation. 

We had rather extensive experience during World War II in placing 
several millions of dollars on a subcontract basis and found that we 
could allocate as high as 50 machine tools to one expediter for follow- 
up in small shops in the vicinity of Cleveland, Ohio. This man we 
paid about $4,000 per year. His salary, compared to 50 machine 
tools at $10,000 each, average, appears to me a remarkable saving. 
Therefore, we feel that the Government, before approving large ex- 
pansion programs, should put the burden on prime contractors to show 
that extensive use of present available facilities is being made. The 
manufacture of the tremendous backlog of machine tools on order 
today will require enormous —— of our country’s resources in 
materials and labor. Before allowing this extravagant drain on these 
resources which could be directly applied to armament production, the 
Government and prime contractors should make every effort to utilize 
existing facilities in small shops, and give these shops an opportunity 
to set up for long periods of production. 

In summary, it appears that a closer relationship between Govern- 
ment and small business, similar to that which exists between Govern- 
ment and big business, would be of tremendous value to our country’s 
emergency program. In dealing with small business, our Government 
will find men who are interested primarily in the welfare of their 
country—men who are anxious to use the facilities which they have 
built up over a period of years, through their own ingenuity and 
efforts, to the best possible advantage, both to themselves and their 
Government. 

I would like, at this time, to thank you sincerely for the opportu- 
nity to make this presentation. It is indeed a great honor, and I only 
hope that it will in some small measure assist our great legislative 
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groups and others who are dedicated to improving our emergency 
effort. 

Mr. Mouurer. Thank you. 

Mr. McKinnon. Mr. Bevard, I think you made a very splended 
statement. I would like to call your attention, first off, to the bill we 
are working on and trying to get out through the Congress at the 
»yresent time, which would put emphasis on the integration of small 

usiness into the defense effort. tn the Defense Production Act of 
1950 that we passed last summer we stated that the Government agen- 
cies should use the facilities of small business. We fellows on this 
committee, the same as you fellows actually in the tool shops have been 
disappointed in the way that small business has been brought into the 
show. 

Mr. Muurer. Has not been brought in. 

Mr. McKinnon. Has not been brought in, that is what I mean. 
First of all, where do the contracts come from? Are they from the 
military or the civilian agencies of the Government ? 

Mr. Bevarp. Primarily military. What contracts are you talking 
about ? 

Mr. McKinnon. I mean the work you are set up to do and the work 
you are doing primarily. 

Mr. Bevarp. They are coming from the military, but the subcon- 
tract is from the prime contractor. 

Mr. McKinnon. The military is placing the order with the prime 
contractor ¢ 

Mr. Bevarp. Yes. 

Mr. McKrnnon. Then the prime contractor comes to you fellows 
in the smaller field and farms out the smaller work ? 

Mr. Bevarp. That is right. 

Mr. McKinnon. When he farms out this work to you he says, “This 
is temporary, because I am going to provide the facilities in a short 
time and take the work off your hands?” 

Mr. Bevarp. That is right. 

Mr. McKinnon. Are the prime contractors located close to you or 
some distance away from you? 

Mr. Bevarp. They are mostly here in this general locality, but not 
particularly Syracuse. As a matter of fact, none of them are in Syra- 
cuse proper. 

Mr. McKinnon. If you are operating a machine shop you must be 
a pretty good organizer and you must understand pretty much as- 
sembly flow. Can you say whether this system of subcontracting work 
impedes the war production effort? Does it slow down the war effort 
or does it make much material difference? Can the price contractors 
do the work cheaper in their own shops or can they farm it out at a 
cheaper price and do faster assembly work? 

Mr. Bevarp. I might answer the question by asking why they come 
to us in the first place. They can’t get into production as fast as the 
small shops can and that is the reason they come to us. 

Mr. McKinnon. Why are they going into it eventually, frankly ? 

Mr. Bevarp. Well, I have my opinions on that. I think by inference, 
and by my presentation here, there might be some reason for it. There 
is an opportunity to expand their facilities, for one fhing. 

Mr. McKinnon. They are all ambitious, the same as everybody else. 

Mr. Bevarp. That is right. That is my personal opinion. 
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Mr. McKinnon. I imagine when we start talking this thing over 
with the procurement agencies of the Government they will say by 
concentrating this load in the one factory they can get it done for a 
cheaper amount of money. Would you dispute that / 

Mr. Bevarp. You listened to my presentation ? 

Mr. McKinnon. I listened to your presentation. I just want to 
bring it our clearly. 

Mr. Bevarp. Yes. 

Mr. McKinnon. Your point is even though there might be a small 
saving per unit it might take millions of those units to bring back the 
‘apital investment in the material that is utilized in expanding the 
larger factories ¢ 

Mr. Bevarp. Yes. 

Mr. McKinnon. So in the last analysis the Government is going to 
spend more money unless they go into the production of millions and 
millions of these units ¢ 

Mr. Bevarp. That is right. 

Mr. McKinnon. More than that, they do this, too, do they not, that 
when they establish the new department to do the work that you are 
now doing they have either got to bring in labor from the outside some 
place and create a housing problem or else rob you of your labor and 
put you out of business ¢ 

Mr. Bevarp. That is right. 

Mr. McKinnon. So the Government, by concentrating the orders 
and not forcing the prime contractor to farm ou the work is, in effect, 
putting the small contractor out of business ¢ 

Mr. Bevarp. That is right. 

Mr. McKinnon. So we are not gaining anything at all, Mr. Bevard, 
in increasing our productive capacity in that manner ‘ 

Mr. Bevaro. That is right. 

Mr. Mutter. I believe one point you made was where special tools 
were required they were invariably made at Government expense and 
the Government retains title to those tools. 

Mr. Bevarp. That is right. 

Mr. Mutter. Whether you are using them or some one else is using 
them they belong to the Government and the Government assigns the 
tools to whoever is going to make the particular special part. 

Mr. Bevarp. That is true, and of course it is assuming that the 
other manufacturer of the part has the same equipment and the.tools 
‘an be used in their equipment. 

Mr. Mutrer. I think at this time it might be well if we hear from 
Captain Randolph and Mr. Griffin who represent the Office of Small 
Business of the Department of Defense. They might have something 
to contribute at this time. 

Captain Ranpotru. The Department of Defense has just put out a 
new defense procurement policy, which is a very recent thing, and’ 
woe hope and feel a very good thing, which is designed to bring every 
possible aid to small business. We are going to put a specialist in the 
field, either a civilian or from the military whom we may be able to 
put in there promptly, but there will be a civilian specialist in each 
procurement agency and that man’s job is going to be to direct pro- 
curement activities to give as much business as possible to the small- 
business people in the area, and to plug for subcontracting, to give the 
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rime contractors an incentive to subcontract. I think you will be 
interested in that policy. I have a copy of it here. I think it answers 
quite a lot of your questions, and if you have any specific ones, we 
will be glad to answer them, or call and get an answer for you. As 
of yesterday when I left, the Army was the only one that had actually 
implemented this particular program. The program came from the 
Small Business Ohtice of the Munitions Board, but the Army is the 
only one that came out and said, “This is what is going to happen.” 
It answers the questions that you brought up. 

On the pooling of facilities—I think Mr. Bartlett of NPA can help 
me on this—it is our current program, or current project, and we 
haven’t gotten a final answer to it yet. 

Mr. Motrer. On the question of pooling facilities, we were told 
when we were on the west coast that the matter was being held up 
pending a ruling of the Department of Justice on the antitrust aspect 
of the matter. 

Captain Ranpotren. Yes. 

Mr. Moutrer. Nothing has come through on that as yet? 

Captain Ranpoitrn. No, sir; it has not. 

Mr. Mvutrer. I might volunteer this information on the matter of 
pooling facilities, that there are various methods of pooling your 
facilities without in any way running afoul of the antitrust laws so 
that several small subcontractors can become big business and can bid 
for and get a prime contract which they can then sublet among them- 
selves. Of course, you must be careful in the procedure you do adopt 
and follow, but I think very shortly we will have a ruling from the 
Department of Justice that will sage you to do this, just as they did 
in World War II, to get together and pool your facilities so you 
can take a prime contract and then divide it among the various small 
shops. 

Captain Ranvotru. Would you like him to have a copy of it? 

Mr. Mvturer. Are you referring to this copy that you handed me? 

Captain Ranpotrn. Yes. This shows the policy and the Army 
implementation of it is going to mean a lot to the people in this area. 

Mr. Mutter. Do you have extra copies of it? 

Captain Ranpotrn. I would like to give it to Mr. Bevard and let 
him look at it. 

Mr. Mutter. May I suggest to Mr. Bevard and Captain Randolph, 
after you have read that, I am sure Captain Randolph will answer 
any questions that you have on the subject. I suggest that you pursue 
it further, and if you have any additional statement to make on the 
record and for the benefit of all assembled here we would like to 
have it later in the day. 

Mr. McKrynon. I would like to make this suggestion. These com- 
mittees come and go. Oftentimes we have had the experience of 
talking to a certain group and then never hear from them again. We 
do not want this to be that kind of committee. We would very much 
appreciate hearing from you in 3 or 4 months as to how you are com- 
ing along on this thing, whether the new policy is helping to generate 
the stuff into your shops. If you avould like to sit down and write 
us a little report, we of the committee would like to see it so we can 
see how it works. 

Mr. Bevarp. I would be very glad to. 
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Mr. Murer. Not 3 or 4 months; make it quicker. 

Mr. Datmas. Mr. Chairman, I have one question. , 

In a number of the hearings that the committee has had, particu- 
larly in the Midwest, where, as you know, a great many of the machine 
tools are built, such as Cincinnati, the machine-tool manufacturers 
came before the committee and told us there was a very great shortage 
of machine tools. One man told us that he could not buy any and 
that he had them on order for months, months, and months. I wanted 
to bring that out and ask you whether or not it is a fact that machine 
tools are hard for the average machine shop:to buy. 

Mr. Bevarp. Yes; they are. It is very difficult to buy machine 
tools. 

Mr. Darmas. I think they said that part of the shortage was due 
to the scarcity of pig iron, coke, and serap. Is that correct? 

Mr. Bevarp. I am not too well qualified to answer that question, but 
I assume that is one of the contributing factors, along with the possi- 
ble labor shortage where they are manufactured. 

Mr. Datmas. So the Government, in buying the new tools to —. 
plants that do not have this equipment, in effect is buying a product 
in short supply when, as a matter of fact, you have the available 
facilities? 

Mr. Bevarp. That is correct. 

Mr. Datmas. Thank you, Mr. Bevard. 

Mr. Bevarv. Along those lines I might add one thing. I had an 
instance just this morning before we came down here of that very 
thing, where one of the larger companies had their production sched- 
ule all laid out for 5 years and had us manufacture parts for them at 
the top production rate the first of next year, when they will be 
equipped to do that. There is no reason why they should equip them- 
selves, because we can handle that production easily. 

Mr. Mcurer. Thank you, sir. 

Mr. Reporter, I will ask you to mark as “Exhibits A and B” these 
two documents that were supplied by Captain Randolph, of the De- 
partment of Defense. 

(The documents appear in the appendix as exhibits A and B.) 

Mr. Muurer. Will you supply to the Washington office of the com- 
mittee additional copies of each of these items ? 

Captain Ranpoupng Yes. 

Mr. Mutter. Thank you. 

The next witness is Mr. Alfred J. Worsdell, of the New York State 
Department of Commerce. 


STATEMENT OF ALFRED J. WORSDELL, JR., DEPUTY COMMIS- 
SIONER, NEW YORK STATE DEPARTMENT OF COMMERCE 


Mr. Worspeti. IT am Alfred J. Worsdell, Jr. I am deputy com- 
missioner of the New York State Department of Commerce, and it is 
my privilege to enter into the record of this committee a prepared 
statement by Commissioner Harold Keller, of the New York State 
Department of Commerce, with some very brief supplemental com- 
ment of my own. 

Mr. Mucrer. The full statement will be made part of the record. 
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Mr. Worspe.y. I have extra copies for the administrative agencies, 
if they will be interested in having them, too. 

Mr. Mutrer. That is fine. 

(The statement referred to is as follows:) 


STATEMENT oF Harotp KELLER, COMMISSIONER OF COMMERCE OF THE STATE OF 
New YorkK 


PROBLEMS OF SMALL BUSINESS RELATING TO THE NATIONAL EMERGENCY 


I congratulate the committee on its wise decision to go into the field and obtain 
at first hand an appraisal of the problems of small business in the current 
emergency. It is a matter of regret to me that my attendance at the annual 
national convention of State agencies such as ours prevents my appearing per- 
sonally at your hearings in our State. My intention is to avoid duplication of 
presentations of individual business firms and instead to outline to you the 
concrete steps which the New York State Department of Commerce is taking to 
help small-business men adjust to the national emergency and contribute to its 
successful conclusion. 

So far as the State of New York is concerned, over nine-tenths of our business 
firms come under the heading of small business. As a department we concen- 
trate our efforts upon helping small business, secure in the knowledge that we are 
thus helping all business in our State. Shortly after VJ-day, Gov. Thomas E. 
Dewey formally launched the State’s program to expand small-business oppor- 
tunities in New York State. Estimating that approximately 100,000 small busi- 
nesses had been forced to close down because of World War II, our program 
called for the replacement of such enterprises and a further expansion of their 
number. ‘Today there are in New York State 170,000 more small-business enter- 
prises than there were on VJ-day. 

But during World War II we had gained other valuable experience which is 
now most pertinent to the deliberations of your committee. Our problem then 
as now was to keep civilian production going, consistent with the needs of 
national defense, and thus minimizing unemployment and economic dislocation. 

We recognize today that, with defense orders as planned taking only between 
8 and 18 percent of the national product during the coming fiscal year. it would 
be folly to ignore our reliance upon civilian production as well, if only to avoid 
the evils of inflation. 

But there is another even more important reason for our program to keep small 
manufacturers in touch with all opportunities for doing business. They repre- 
sent a tremendous stand-by facility. ready to drop civilian production and under- 
take production for defense or for a shooting war if that becomes inevitable. 
We recognize, as IT am sure you do, that ways must be found to keep alive the 
production organizations now represented by the smaller manufacturing firms, 
They may be sorely needed in the near future. If allowed to disintegrate, they 
would then have to be reconstituted at great expense. In that event they would 
face a difficult problem of recruitment of manpower. 

Looking at the current problem of small business as realistically and practically 
as possible, in my opinion the need for help at this time boils down to this: Assure 
small business of a continued flow of materials for civilian production as long 
as the overriding demands of the defense effort permit, or compensate for the 
loss of civilian business through defense work. 

Our department has been alert to the possibilities of our current situation as 
far back as 1947, when we reactivated our Federal procurement referral program 
which had been inaugurated during World War II. This consists of obtaining 
notification of opportunities to bid on defense contracts from Federal procure- 
ment agencies and notifying appropriate firms. In addition, since the inaugura- 
tion by Washington of daily synopses of bid invitations and weekly summaries of 
contract awards, our department as a matter of routine has been analyzing this 
information for subcontracting opportunities and passing it on to the business 
community of this State. 

During 1949, when the Utica-Rome area was declared an unemployment distress 
area, IT recommended to Secretary of Commerce Sawyer that Federal procure- 
ment requirements be purchased in sufficiently small units to allow small com- 
panies to bid. I asked also for correction of administrative procedures to permit 
small suppliers more time to prepare their bids. Both of these recommendations 
were subsequently adopted as standard Federal procurement policy. 
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After the outbreak of the Korean War we developed a special inventory of 
production equipment in the metalworking, woodworking, paper, textile, and 
plastic industries of our State. This information has been so classified that the 
Department is in a position to assist both the armed services procurement offices 
and prime contractors in the identification of firms with open capacity for con- 
tracting and subcontracting in the fields specified. 

Through our Washington office and our New York City office we have made 
every effort to acquaint the armed services with the existence of this file, and 
our staff is presently engaged in extensive direct contact with prime contractors 
for the same purpose. The results to date have been gratifying. We have been 
happy to cooperate with the Air Force in open clinics to which firms thus 
‘ataloged by us have been invited. We have also had specific use of this file by 
many large prime contractors. However, the number of contracts thus obtained 
by small business in this State has not been appreciable thus far. Anything 
that can be done by Federal agencies to insure wider use of this information and 
of the State’s productive capacity will, of course, help to serve the Nation’s 
defense production needs and at the same time promote the purposes you seek 
to achieve on behalf of small business. 

Our department program includes a number of other services in behalf of 
Small business. These were described in detail recently in a letter I sent to 
General Harrison, of the Defense Production Administration, following his 
telegram to Governor Dewey urging that we establish a small-business advisory 
committee to represent our State on small-business problems. I informed Gen- 
eral Harrison that our department was already set up to perform the functions 
he had in mind. Copies of this correspondence are attached for the record. Our 
11 regional offices throughout the State follow the principle of helping small 
business where it is. Our department has excellent contact with our business 
community in every section of the State. Through close cooperation with 
chambers of commerce and other business organizations, we are able to deter- 
mine and help meet the préeminent needs of small business on a day-to-day 
basis. 

Our present services may be summarized as follows: 

1. As afore-mentioned, receiving the daily synopses of advertised bids and 
the weekly synopses of awards of contracts and analyzing them on a systematic 
basis, notifying all firms in a position to make the product sought or to make 
a part of it on a subcontract basis for a prime contractor. 

2. Maintaining representatives in the field, in State and out of State, calling 
upon procurement officers and actual or potential prime contractors. Our staff 
thus constitutes missionary salesmen for our smaller manufacturers. 

3. Through our facilities inventory, referring firms in the metalworking, wood- 
working, plastics, textile, and paper industries in terms of machinery and 
specific machine tools to any firm or procurement officer on the basis of produc- 
tion facilities required. Our industrial directory lists also all other manufac- 
turing industries by end products and has been in the hands of all appropriate 
Federal procurement offices. 

4. Maintaining an inventory of all known data concerning our natural indus- 
trial resources and area and community facilities to provide an industrial loca- 
tion service for Federal agencies and expanding industrial firms. 

We shall be glad to furnish your committee with such further information 
with respect to our operations and services as you may require. Meanwhile, I 
should like to take this opportunity to note a few steps which your committee 
might consider which would make it possible for agencies at the State and local 
level, such as our own, to do an ever better job for our small-business community. 

1. We are currently contacting appropriate Federal agencies to determine 
if it is feasible for us to be of help in connection with letters of intent to negotiate 
a contract. If this offer of service is accepted, we could assist procurement 
officers to identify small-business firms with which they would want to negotiate 
if they knew about them. Presently they hesitate to contact such firms individ- 
ually because, in the interest of speeding up current procurement, they prefer 
to deal with firms with which they have had experience in the past. 

2. T urge that Washington avoid setting up a number of new Federal agencies 
to do the job which we are doing in New York State. Most small businesses 
would like to stay on civilian production if materials are available. Further- 
more, Washington cannot create overnight the intimate knowledge of manu- 
facturing facilities and know-how which State agencies such as ours have spent 
years to acquire. It is not enough to establish facilities records in Washington 
or in the procurement districts of the armed services. There is no substitute 
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for personal contact by small business with these procurement agencies and, 
very importantly, with the prime contractors themselves to establish relation- 
ships leading to job opportunities. 

We in our department are facing the fact that both procurement officers and 
prime contractors are currently in a buyers’ market so far as subcontracting 
assistance is concerned, coupled with the natural desire under such conditions to 
deal with known sources. Therefore our aim is to act as agent for thousands of 
our firms so that their resources also may become known and available as the 
need for their facilities materializes. We will not solve the problems of small 
business by adding to the present costs of government the cost of maintaining an 
army of facilities records file clerks and special emissaries of small business in 
the Federal Government in Washington or in the Federal field offices. We will 
tend to solve the problem rather by using existing State and local agencies, 
publie and private, to the utmost as direct and efficient liaison between procure- 
ment planning and local production facilities, 

3. A final suggestion grows out of our experience in the last war as well as our 
current experience. In relating cut-backs of materials for civilian production to 
award of contracts for defense production, your committee might well study 
ways and means of rewarding the successful search for open capacity among 
subcontractors on the part of a prime contractor. Spreading the work among 
smaller and even marginal producers may be more costly at the moment, but it 
may prove more economic in the long run. Any additional cost of a particular 
item needed by the armed services which might result is properly chargeable to 
the cost of maintaining an important and in fact essential stand-by facility, 
represented by thousands of firms in danger of losing their manpower or of 
shutting down for lack of both materials and defense orders. 

In conclusion I wish to state that my department’s job of finding trade oppor- 
tunities for small business not only is consistent with your objectives and those 
of the Federal agencies involved but is actually an important factor in the suc- 
cess of our mutual objective. In acting in behalf of the thousands of small 
manufacturers in New York State, we feel that we are effecting a sound liaison 
for defense procurement while minimizing the inevitable hardships of the present 
national emergency. 


[Western Union] 
Cory or Nigut Lerrer Sent to Att State GOVERNORS 


WASHINGTON, D. C., February 22, 1951. 

In meeting defense requirements we are determined to take whatever steps 
are necessary to see to it that small business can make the greatest possible 
contribution to the mobilization program and to maintain a high level of produc- 
tion to supply civilian needs, 

We know that you want the facilities and abilities of business, agriculture, and 
labor in your State to be used to the maximum for military needs and for the 
continuance of a strong economy. It is also necessary that every effort be made, 
nationally and locally, to safeguard the interests of small-business firms so they 
can maintain vigorous economic health. American business, in essence, is small 
business. 

Inevitably, however, certain hardships will occur to business, large and small, 
as basic materials in short supply are channeled into military production. Even 
if the entire expenditure for rearmament in the current period of partial 
mobilization was awarded solely to small business, these displacements still would 
occur 

We recognize that the cooperative effort of every State is needed to assist small 
business in making its contribution to defense production and to minimize dis- 
ruption of small enterprises which are the core of an economy which must remain 
strong. Small business must be helped where it is—in all parts of the country. 
We are planning, therefore, among other things to establish special programs in 
the field. 

Specifically, we will develop the means by which small-business capacity 
throughout the country is made known both to Federal procurement offices and 
to prime contractors who need the assistance of small firms in handling defense 
and defense-related business, as well as normal business: by which the legitimate 
claims of small business for exemptions from Government restrictions may be 
presented when necessary; by which the handling of queries, applications, and 
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appeals of small firms can be expedited; and to take necessary action to see that 
a fair share of supplies and materials are available for nondefense production by 
small business. 

To help in this program, your active participation is earnestly solicited. I 
am sure there is a pool of knowledge in your State which, if made available, will 
help in attaining the over-all objectives of the Nation. 

As an immediate step, may I respectfully request that you appoint a governor’s 
commission on small business composed of civic-minded men and women, experi- 
enced in such fields as manufacture, product and market research, distribution, 
labor, and finance, who would undertake the responsibility of representing your 
State in this vital matter. r 

It is my hope that through the combined assistance of the Federal and State 
Governments small enterprise will provide a substantial share of the goods and 
services needed and otherwise make its greatest possible contribution to the 
mobilization program. 

Would you please advise me on the appointment of your commission? 

W. H. Harrison, 


Administrator, Defense Production Administration. 


Marcn 2, 1951. 
Gen. W. H. Harrison, 
Defense Production Administration, 
Washington, D.C. 

My Dear GENERAL Harrison: I am delighted to learn through your telegram 
dated February 23 that the Defense Production Administration is giving official 
recognition to the very real problems faced by small business under mobilization 
conditions. Small business is, of course, vital to the defense effort and must be 
maintained in sound condition. 

The New York State Department of Commerce, in planning its program for the 
emergency period, has been deeply concerned with both the problem and the solu- 
tion. It has effective machinery by which it refers classified production facili- 
ties of small manufacturers in New York State to defense procurement agencies 
and to prime contractors. This program is presently operating with considerable 
benefit to the State’s manufacturers and to Federal procurement agencies. 

The department, through its 11 regional offices, also maintains constant, 
close contact with the businessmen of New York and is well situated to dissemi- 
nate important information to our manufacturers as well as transmit to Govern- 
ment the real needs of small business. 

I am therefore asking the New York State commissioner of commerce, Harold 
Keller, to delineate for you in detail both the character and scope of his depart- 
ment’s activity which now covers all the suggestions you make and many more, 
with the help of an established Washington office, and with a staff of experts, 
many of whom have been through all the present problems as they arose during 
the last war. 

You may be sure that New York State welcomes the opportunity to cooperate 
fully in any worth-while effort to preserve and protect our small-business 
community. 

Sincerely yours, 
Tuomas E. Dewey. 


” a 


STATE OF New York, 
DEPARTMENT OF COMMERCE, 
Albany, March 6, 1951. 
Gen. W. H. HArrtson, 
Defense Production Administration, 
Washington, D.C. 

Dear GENERAL HArkIson’: Governor Dewey has informed me of your telegram 
to him dated February 23 and his letter to you of March 2. I, too, am greatly 
pleased to see this manifestation of interest in the current problems of small 
business, a circumstance to which the greatest part of our department’s efforts 
are dedicated. 

During World War II the State of New York pioneered in programs of assist- 
ance to small manufacturing enterprises and was thereby able to effect the 
highest possible utilization of New York State’s production resources in the 
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war effort. That experience has been a model in some respects for Federal 
procurement practices and for cooperating services of the development agencies 
of other States. It also forms the background for our active current program. 

As far back as 1947 we reactivated our Federal procurement referral program, 
inaugurated during World War II. This consists of obtaining from Federal 
procurement agencies notification of opportunities to bid on defense contracts 
and notifying appropriate firms of these bid opportunities. Since the inaugura- 
tion of daily synopses of bid invitations and weekly summaries of contract 
awards, our department, as a matter of routine, has been analyzing this informa- 
tion for subcontracting opportunities and passing it on to the business com- 
munity of this State through its headquarters office and regional offices, 

After the outbreak of the Korean War, we developed a special inventory 
of production equipment in the metalworking, woodworking, paper, textile, 
and plastic industries of our State. This information has been so classified 
that the department is in a position to assist both the armed services procurement 
offices and prime contractors in the identification of firms with open capacity for 
contracting and subcontracting in the fields specified. 

Through our Washington office and our New York City office, we have made 
every effort to acquaint the armed services with the existence of this file, and 
our staff is presently engaged in extensive direct contact with prime contrac- 
tors for the same purpose. Anything that can be done by Federal agencies to 
insure wider use of this information and of the State’s productive capacity will, 
of course, help to serve the Nation’s defense production needs and at the same 
time promote the purposes you describe in behalf of small business, 

Our department operations include a number of other services in behalf of 
small business, constituting a well-rounded program. These were described in 
detail recently to the Under Secretary of the Army both in writing and orally 
in conferences dealing with the potential of State agencies in serving the pur- 
poses of industrial mobilization. 

As Governor Dewey indicated in his letter to you, this department, through 
the establishment of 11 regional offices throughout the State, recognized the 
principle you express that small business must be helped where it is. Through 
these offices, our department has been able to live intimately with our business 
community in every section of the State. They have proven invaluable diagnostic 
aids in accurately determining the preeminent needs of small business on a 
current basis. 

Our staff has close and smooth-working contact with the officers and members 
of the trade associations, chambers of commerce, and other business organiza- 
tions of our State, most of which deal with problems common to smal] business. 
At frequent intervals we get together in meetings to discuss problems such as 
you mention, Furthermore, small-business firms come to our offices daily with 
problems of every type. I am sure these contracts prove valuable not only for 
the needs of the defense effort but also for meeting the problems of our civilian 
economy. 

Confident that we presently have the experience, contacts, and organization to 
cooperate in any appropriate program or object you may be developing, I assure 
you of our help in meeting our common objective. 

Sincerely yours, —_——~— —— , 
Commissioner of Commerce. 


DEFENSE PRODUCTION ADMISMSTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, March 17, 1951. 
Hon. Harotp KELLER, 
Commissioner, State of New York Department of Commerce, 
Albany, N. Y. 

My Drar Mr. Ketter: Thank you for your letter of March 6 addressed to 
Mr. W. H. Harrison, Administrator, which has been referred to this office by 
him. 

We appreciate your offer of cooperation and congratulate you and your State 
on the forward thinking evidenced by the fact that you are already organized 
and going forward in the matter of assistance to small-business enterprises. 

We invite your suggestions concerning our cooperation with your department. 
On our part we stand ready to be of service, if any facility of ours is requested 
by your office. 

Sincerely yours, J. C. PRITcHarp, 
Deputy Administrator for Small Business. 
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Mr. Worspeit. You will find, in essence, this statement addresses 
itself to the steps that have been taken by a State agency to meet some 
of the problems that were identified so thoroughly and so well by your 
previous witness. 

We have lived with the procurement problems of small business 
during the last war and during the Korean conflict and we have done 
what we could to help to meet some of the problems and some of the 
questions that were raised by your previous witness. You will find 
this statement details our program and headlines the instrument and 
method that we found extremely useful, and I respectfully direct your 
particular attention to that. It is a facilities inventory in which are 
listed the metalworking, woodworking, plastics, chemicals, and paper- 
manufacturing fac ilities in this State. We have canvassed them and 
asked them to detail for us their machine facilities as opposed to their 
production, because our experience tells us, just as your previous wit- 
ness said, a short while ago, the machine facilities are the crux of the 
thing, and by listing them in terms of how many lathes of such and 
such a character they have, how many drills of such and such a charac- 
ter, the tolerances to which they can work, and so forth, we are able to 
go over the needs of the prime contractor or the procurement agency 
and relating them immediately to the available facilities of the small 
manufacturer who has listed his tools. We canvassed some 22,000 firms 
in the 5 industrial categories that I have detailed to you and we have 
now on file the productive facilities of approximately 5,000 small 
manufacturing concerns in the State that we are constantly able to put 
directly in touch with the procurement agencies through the Washing- 
ton office. 

We work with the prime contractors who actually have salesmen on 
the road not only in this State but in other States where we have identi- 
fied prime contractors with business to give out. 

Of course, in terms of accomplishment at this point, we feel a lot of 
it is due to the fact that you are dealing with eight or nine war- 
purchasing agencies right at the moment. There is not a lot of busi- 
ness to be given out at the moment. 

We hope this statement will serve as a two-way street by which we 
can bring to your attention the facilities that we have in the New York 
State department of commerce for being of assistance, and based on 
the information and advice that you gathered through your travels 
you may find ways and means by which that could be helpful in 
accomplishing the worth-while objectives of this committee. 

That is, in essence, all I have to say. Everything we have done is 
contained in that statement, and everything we can do is contained in 
that statement, and I submit it to your consideration. 

Mr. Muurer. Thank you very much, Mr. Worsdell. Are there 
any questions of Mr. Worsdell ? 

Mr. Rreutman. I would like to compliment the gentleman on the 
statement he made verbally before the committee and for the interest 
that the department of commerce has taken in the mobilization effort, 
particularly in getting the information together and making it avail- 
able, not only to the committee, but to the defense organizations. I 
hope proper recognition will be given to it and that it will be of some 
service, particularly to the defense organizations when they are look- 
ing for the facilities, and also be of assistance to the small man who is 
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looking for subcontracts and who can be easily located through the 
information prepared by the ay “phe scr of commerce. 

Mr. Worspeiz. We consider it a great privilege to be able to help 
some in that particular field. W e think it is just about the most im- 
portant thing we can do. We know the problems you are facing, 
and they are not easy to solve by any means. You will find, by reading 
this what we have done what we plan to do, and we look to you, 
if the occasion demands, to suggest further ways in which we can be 
helpful. 

Mr. Motrer. Thank you very much. 

I think there is a representative of the Department of Commerce 
here. Mr. Bartlett, would you care to make a very brief statement 
here so these people would have some general ideas as to where they 
would go to pit information about procurement and the like? 

Mr. Bartierr. The Department of Commerce publishes two synop- 
ses of contract awards. That is, we publish a daily list of contracts to 
be awarded, and then weekly we publish a list of contracts which 
have been awarded. These lists are available in any district or re- 
gional office of the Department of Commerce, and in most organized 
chambers of commerce, and various other business organizations. If 
there are any representatives here of such organizations who do not 
receive this information, we would be glad to have them indicate it to 
us, because we would like to get this broadcast throughout the « ‘ountry. 

Mr. Mutter. Does the Department of Commerce have an office in 
Syracuse ? 

Mr. Bartierr. Yes, sir; we have an office here. 

Mr. Datmas. Mr. Chairman, may I add one thing to that ¢ 

Mr. Murer. Yes. 

Mr. Daumas. As we all know, since the emergency was declared 
on December 16 there has been very little information about the ne- 
gotiated type of procurement. One of the statements in this policy 
statement of the Munitions Board, the defense procurement policy, has 
to do with advance information on proposed negotiated procurement, 
and I thought it would be well if the gentlemen who are here and 
others would keep in mind that they can get advance information 
on negotiated contracts for procurement. 

Mr. Murer. Of course, they must bear in mind that they must take 
the initiative. The information will not be just sent to you, you 
have to indicate you want the information, and sometimes you have 
to go to the office and get it. It is physically impossible to maintain 
mailing lists large enough to send the information to everybody who 
wants it, but if you indicate you are interested to the departments here 
in your own city, I am sure the information will be made available to 
you very promptly. 

The next witness will be Mr. Walter Crow, of the Buckingham 
Manufacturing Co. Mr. Crow does not answer. 

Mr. Harold Gray, of the Gray-Syracuse, Inc. 


STATEMENT OF HAROLD GRAY, PRESIDENT, GRAY-SYRACUSE, INC. 


Mr. Gray. I am Harold Gray, president of Gray-Syracuse, Inc., 
a small manufacturer of small metal parts, precision castings of 
ferrous and nonferrous alloys. 

Mr. Muvrer. Your address, sir? 
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Mr. Gray. 107 North Franklin Street, Syracuse. 

Mr. Mutrer. You may proceed. 

Mr. Gray. I have a statement here which I wish to make. It was 
addressed originally to Mr. McGuire, of the Manufacturers Associa- 
tion of Syracuse, prior to this meeting and covers the matter of excess- 

ofits taxes and the effect of this on the raising of capital for small- 
i aa expansion. 

While there is a great deal of talk about doing something to encour- 
age the growth of small business the net result of most legislation 
seems to end up with the opposite effect. The enclosed copy of a 
recent newspaper article on the present tax law shows clearly how 
incentive for small-business growth is being successfully strangled, 
and I am quoting from an article published in the Wall Street Jour- 
nal 6 or 8 weeks ago which says: 

It will hardly pay a corporation which has been earning less than $25,000 a 
year to push its earnings above that level, thunks to heavy taxes. 

On all profits up to $25,000 a corporation now pays only a normal tax of 25 
percent. The first $25,000 is exempt from the 22-percent surtax and every com- 
pany gets at least this much of an exemption from the 30-percent excess-profits 

xX. 
ae say one of these little companies earns $28,000 this year. The added 
$1,000 is subject to a tax 3 times as big, 77 percent—normal plus surtax plus 
excess-profits tax. In fact, any additional income would be subject to that 77 
percent, up to the point where the company earned a total $88,667. At that 
level the over-all tax limit of 62 percent on total earnings becomes effective. 

Before the 1950 Revenue Act was passed, corporations paid a tax graduating 
up to 25 percent on their first $25,000 and 53 percent on earnings between that 
and $50,000. That gradually brought the over-all rate up to 38 percent, the 
legal limit then. 

This so-called notch provision for graduating the tax upward was criticized 
for reducing the incentive of small concerns to increase output and earnings. 
So the 1950 tax measure abolished it. But now the excess-profits tax makes 
the rate jump even more sharply when earnings climb above $25,000 

I raise the question: How can a small business get capital funds 
from earings to pay for expansion ¢ 

The present law allows small business to keep, out of its first $25,000 
profit, $18,750 less State taxes, or a maximum of approximately 
$17,000 per year for increased working capital and to buy additional 
plant and equipment. With the price of equipment and building 
costs of today, this might buy two or three machine tools or erect 1,000 
to 1,700 square feet of floor space. After this the excess-profits tax 
comes into the picture, and this takes along with State taxes over 80 
percent of any additional profit up to a point where net earnings 
reach $88,000 before taxes. Small business does not get much, if any, 
benefit from the invested-capital base in figuring excess-profits taxes. 
The allowed earnings on invested capital is often less than the $25,000 
earnings figure subject to the 25-percent normal tax. 

Where is small business to go to get outside capital for a plant 
addition of $50,000 to $100,000? 

One might normally expect to get a return of 10 percent to 15 per- 
cent on the new invested capital and this would amount to a figure of 
possibly $5,000 to $15,000 per year on such a plant addition. Certainly 
no private investor is going to buy stock in a small business where 80 
percent of these additional earnings would be taken away in taxes leav- 
ing retained earnings in the business amounting to a figure of some- 
where between $1,000 to $3,000 per year. Neither is any bank or in- 
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surance company going to loan $50,000 or $100,000 for expansion when 
the retained earnings are so small. 

So-called big business with a heavy invested capital or a good earn- 
ings record can sell $10,000,000 or $50,000,000 issue of preferred stock 
or bonds to the public or to an insurance group. They can also get 
a letter of intent for Government contracts with accelerated 5-year 
depreciation on plant additions. This is not the case of small business 
which has no place to go for additional capital and very little chance 
of getting Government contracts which would allow the writing off 
of te additions in 5 years. 

believe something positive should be done with the present tax 
laws which will allow small business a chance to expand. 

Now I would like to say, in addition, in an ports “es small business 
there is the matter of how much inventories and how much accounts 
receivable, which also become additional working capital, is being 
taken away out of earnings. 

Mr. Mutrer. Thank you very much, Mr. Gray. May I suggest 
to you, and anyone else who has any statement for us which concerns 
the subject of taxes, particularly excise taxes, that they should file 
the statement rather than make it orally. Please be sure the. com- 
mittee is not trying to cut you off, but that, unfortunately, is a function 
that is reserved for the House Ways and Means Committee. As you 
probably recall, that committee, with the aid of other Members of 
Congress, _— almost 2 years on the subject of what to do with excise 
taxes, and the House finally passed a bill repealing practically all the 
excise taxes, but by the time that bill passed the House and got to the 
Senate, unfortunately the Korean conflict was upon us and we had 
to postpone that and, instead of taking off the excise taxes, we had 
to look for more taxes. 

One of the problems that confronted the House more than any 
other was where to get the taxes instead of repealing the excise taxes. 
We are all cognizant with the difficulties that small business has on 
account of these taxes, but we would like to devote our time as much as 
possible to problems other than tax problems, because I think those are 
the things that are most important and most urgent now: how to 
get you more business and how to get you more money with which to 
pay the higher taxes which unfortunately we must levy. 

Thank you very much for your statement, Mr. Gray. 

Mr. McKinnon. Have you applied, or has any small business ap- 
plied, that you know of, for this increased amortization program, 
this accelerated program ? 

Mr. Gray. I have not; no. 

Mr. McKinnon. Do you know of any who have? 

Mr. Gray. Yes; I know of one that has applied and the application 
has been in for a matter of 3 or 4 months. 

Mr. McKinnon. And there has been no action on it? 

Mr. Gray. There has been no action on it. I don’t know any of 
the details in regard to it. 

Mr. McKinnon. If a small plant had some accelerated tax-deprecia- 
tion program would that be-of help to you? 

Mr. Gray. It probably would. 

Mr. McKinnon. So far as you know, no small business is getting 
the benefit of it, except the one that has applied and had it linger for 
something like 4 months? 

Mr. Gray. Yes. 
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Mr. Rreuuman. Mr. Gray, I am sure you are not going away from 
the meeting feeling that the Small Business Committee does not have 
a sincere interest in the tax problem that confronts the people of the 
country. I am sure the chairman made it clear that we will not 
hesitate at all to pass on any information that we get in respect to 
the tax problem. ‘Tax problems we recognize are very important to 
small business. Unfortunately, we are faced with a difficult situation 
here. We are trying to raise additional taxes and at the same time 
realizing that the problem of eliminating them is tremendously dif- 
ficult. We do have a sincere interest in it. 

Mr. Gray. My thought in making this presentation is the fact that 
there is such a radical jump from one tax figure into the next, that 
the thing should be smoothed out in some way so that small business 
will have a chance to grow, because as it is they do not have a chance 
to grow beyond the $25,000 figure. 

Mr. Murrer. The Ways and Means Committee is still considering 
the tax bill and we will attempt to get your views before them. 

Mr. Datmas. You spoke of the difficulty of securing working capital. 
Was that in connection with defense-production contracts or civilian 
production that you had reference to? 

Mr. Gray. It could be either. Small businesses are primarily sub- 
contractors and you might get advances from your prime contractor, 
that is possible. This business I am in has been built up over the 
last few years almost entirely on civilian business. We have a smat- 
tering of defense business, and probably will have to go into it more, 
otherwise we will have to close down because of restrictions on 
materials, 

Mr. Datmas. Mr. Chairman. 

Mr. Mutrer. Yes, Mr. Dalmas. 

Mr. Datmas. The committee has received a number of letters of 
protest from small businesses that they have been unabel to finance 
defense contracts, that they have gone out in the market and been 
asked 8144 to 20 percent for money to finance defense contracts. I 
think it might be helpful for Mr. O'Donnell of the RFC to give us a 
short statement on what they are doing in that direction. 

Mr. Motrer. Mr. O'Donnell. 

Mr. O’Donneti. Mr. Chairman, because of the ruling of the Comp- 
troller General with respect to the Assignment of Claims Act the 
banks have not been entering into the V—loan program with the same 
enthusiasm that they did in World War II. I realize that there is 
legislation pending before both Houses of Congress now to amelio- 
rate that situation. But in the meantime there is proposed an Ex- 
ecutive order which would permit the RFC to make commitments 
for financing predicated upon receipt of a contract, which has been 
very heartily endorsed by Mr. Patman, the chairman of the Small 
Business Committee, and Senator Sparkman. It is presently under 
consideration by the Bureau of the Budget. We feel if that goes into 
effect it will be of real benefit particularly to the small-business man 
seeking to finance defense contracts, either prime or sub. 

Mr. Murer. Thank you, Mr. O’Donnell. In line with what Mr. 
O'Donnell has just said, I will ask the reporter to make part of this 
record the letter which was sent to the Bureau of the Budget by our 
chairman, Mr. Wright Patman, confirming what Mr. O” Donnell told 
you as to the position of this committee with respect to that. 
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(The letter referred to is as follows:) 
Aprit 10, 1951. 


Hon. Frepertck J. LAwTon, 
Director, Bureau of the Budget, 
Erecutive Office Building, Washington, D. C. 

Dear Mr. Lawton: A subcommittee of the Select Committee on Small Busi- 
ness of the House of Representatives is conducting field hearings throughout 
the Nation in an effort to determine the needs and problems of the small-busi- 
ness man in general and in particular with reference to our defense program. 

We have learned that one of the most pressing problems is the inability of 
the small-business man with adequate machinery and equipment, production 
know-how, and a willingness to serve his country, to obtain financial support 
in order that he might bid upon or negotiate for a Government prime or sub- 
contract. As the situation now stands, many of these small-business men are 
in the unfortunate position of being unable to obtain a contract because they do 
not have adequate financial support and conversely are unable to obtain financ- 
ing because they have no contract. 

I am advised that a very effective solution to this problem is presently under 
consideration by the Bureau of the Budget in the form of an amendment to 
Executive Order 10161 which, if approved, would authorize Reconstruction Fi- 
nance Corporation to make commitments for loans or participations in loans to 
small-business enterprises predicated upon the receipt and assignment to the 
Reconstruction Finance Corporation of applicant's defense contract or contracts. 
This method of aiding small business by the Reconstruction Finance Corpo- 
ration during World War II proved to be both an effective and an expeditious 
solution to the contract-financing problems existing at that time and this should 
certainly be true today in our present mobilization program. 

[ am writing you this note to inform you of my interest and my strong recom- 
mendation that everything possible be done to expedite the formulation and 
execution of the proposed amendment. 

Sincerely yours, 
Wricut PATMAN. 


Mr. Muurer. I think possibly Mr. Griffin or Captain Randolph 
would like to add something on this point, as to how these people can 
get help in advance payments in connection with these orders. 

Captain Ranpoien. That does not come in my field. I would be 
glad to get a specific answer on‘that while we are recessed. 

Mr. Mcurer. Since the answer has already been supplied to us in 
another hearing, let me advise those present that there are facilities 
set up for making advance payments to prime contractors to help 
them complete their contracts, thereby giving them financing which 
they otherwise would have to pay a large interest rate on. There are 
also provisions that permit the prime contractor to apply for advance 
payments on his subcontracts. In other words, there are provisions 
not only for the prime but the subeontract. If you are a subcontractor 
and are not a prime contractor, there are means set up for getting 
it for you. 

Mr. John W. Cadd, of the Cadd & Klix Tool & Die Co. 


STATEMENT OF JOHN W. CADD, CADD & KLIX TOOL & DIE CO. 


Mr. Muvrer. Will you give the reporter your full name, address, 
and affiliation. 

Mr. Capp. I am John W. Cadd, a partner of the Cadd & Klix Tool 
& Die Co., 388 Erie Boulevard West. 

Our greatest problem is the wage freeze. 
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Mr. Muvrer. Did you say the wage freeze ? 

Mr. Capp. That is right. 

Mr. Mutter. Tell us what it is. 

Mr. Capp. It is a very serious matter with us. We are a small fiym, 
newly established. Our wage rate has been what we could pay, which 
was somewhat lower than that paid by the larger firms, and now we are 
losing men to the larger shops and are unable to replace them. 

We have also been prevented from hiring certain specialists because 
their wage is far above our ceiling wage. In fact, we have quite a lot 
of mold work which is a loss process, and there are very few who can 
do it, and if we do get them we have to pay them more wages than 
we are allowed to pay through the wage freeze. What we want to 
find out is whether we can pay any more than what our wage rate 
was at the freeze. 

Mr. Murer. Have you made inquiry of your local agency ? 

Mr. Capp. Yes: we have. 

Mr. Meurer. What have they told you? 

Mr. Capp. They said we would have to write in to Washington to 
find out. 

Mr. Muurer. Mr. Leo McCormick, is that within your province? 

Mr. McCormick. Mr. Chairman, it is not. As ‘you know, I repre- 
sent the Office of Price Stabilization, but if the gentleman would be 
good enough to place that in writing I will see that it is channeled to 
the wage people of the Wage Stabilization Board. 

Mr. Mutrer. Have you sent any written communication to Wash- 
ington ¢ 

Mr. Capp. No; we haven't. 

Mr. Murer. Can you do this, can you try to get one up just as 
quickly as you can and give it to Mr. Leo McCormick this afternoon ? 
He will see to it that it will get to the proper place. I am certain the 
agency is set up to give you the relief you need in order to stay in 
business. 

Mr. Capp. There is no way you can raise your prevailing wage 
above what it was at the freeze; is that right? 

Mr. Murer. No; I think in every instance, whether it be a price 
freeze or a wage freeze, there is machinery set up so you can go in and 
present your peculiar problems and your particular case and get relief, 
if you are entitled to it. We all, I think, want to keep business going, 
we want the free-enterprise system to remain with us. I am sure 
every person in Government, in every one of the agencies, wants to 
help you. If you will just follow that suggestion, get this problem 
of yours reduced to writing and give it to "Mr. Leo McCormick, he 
will channel it through the right agencies, and he will take it up 
when he gets to Washington, and I am sure you will get relief. 

Mr. Capp. You want me to get it up today? 

Mr. Mutrer. If you don’t get it up today then get it up in writing 
and mail it to Mr. Leo H. McCormick, Office of Price Stabilization, 
Temporary E Building, Washington, D. C. You can either hand it 
to him personally before we get through today or mail it to him 
in Washington. 

Mr. Capp. Thank you very much. 


86267—51—pt. 2 { 






1250 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Murer. If you don’t get what you consider a proper and satis- 
factory reply very shortly, you contact the House Small Business 
Committee, Washington, D. C. 

Mr. Capp. The way we get it from the board here, they said it 
might be months before we get any action. 

Mr. Mouurer. Better than that, Walter Riehlman is your Congress- 
man. You contact him and he will build some fires and get prompt 
action. 

Mr. Capp. All right; I will do that. 

Mr. Mutrer. Now we will hear from Mr. Charles Purvis, repre- 
senting the Retail Merchants Council of Binghamton. Mr. Purvis 
does not appear to be here. 


Mr. William R. MacLeod, of King Laboratories. 


STATEMENT OF WILLIAM R. MacLEOD, TREASURER AND GENERAL 
MANAGER, KING LABORATORIES, INC, SYRACUSE, N. Y. 


Mr. MacLeop. My name is William R. MacLeod. In am treasurer 
and general manager of King Laboratories, Inc., of Syracuse. We 
are a small concern employing between 40 and 50 people and we are 
engaged in the manufacture of a highly specialized part for elec- 
tronic tubes. 

From the standpoint of my company, the most vital problem of 
small business as related to the national emergency is that of the 
extremely great hardship which the present tax structure works upon 
the small companies. 

While I fully appreciate the fact that our defense effort is a very 
expensive undertaking which must be paid for, and I can assure 
you that my company is just as anxious as every other patriotic 
American organization is to share the load, what disturbs us most is 
the possibility that many of the small companies—and mine among 
them—may be put out of business because of the excess-profits tax as 
it now stands. 

While it is true that the excess-profits-tax law has a special pro- 
vision for growth companies and that we are able to qualify under 
one of the formulas, nevertheless, our excess-profits-tax credit, like 
that of so many of the small companies, is still so small that we are 
not going to have enough cash to take care of our day-to-day needs 
to say nothing of being able to expand our facilities or even to re- 
place worn out and obsolete machinery. 

As a matter of fact, had the excess-profits tax been in effect for the 
entire year of 1950 instead of for only the last 6 months, our cash 
would not have been sufficient to pay our tax bill. And mind you, 
this is after expending only $10,000 last year for new machinery and 
equipment and without paying any dividends to stockholders. 

This year we are going to have to spend three or four times $10,000 
for additional facilities and we are going to have to borrow the 
money, if we can, to do it. 

I respectfully submit to you that this tax is demoralizing to prudent 
managerial judgment and initiative and that it hurts smaller com- 
panies more than big, well-established, and stable ones who have vast 
resources and credit. It encourages inflationary waste and extrava- 
gance. It discourages expansion in the very areas where the need for 
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increased output is most acute because, after all, although our country 
must have the large companies to do the big jobs, the big companies 
need us. 

If we are to survive, some provision will have to be made whereby 
small, growing companies can be allowed to accumulate reasonable 
reserves tocarry on. It must be realized that profits do not mean cash 
in the bank. Capital and accumulated earnings are largely tied up 
in productive equipment and inventories and are simply not there to 
pay the tax collector without seriously impairing the financial health 
of the smaller companies. 

Small business doesn’t want a hand-out. We don’t want subsidies. 
We don’t want bureaucratic control or even bureaucratic guidance. 
All we want is the opportunity to run our businesses under the free 
enterprise system. We have the know-how—all we need is to be able 
to retain the wherewithal. 

Mr. Muurer. Mr. MacLeod, I am sure your statement will receive 
our earnest consideration. We are very much concerned with and 
interested in the problem. 

Mr. H. M. Bluestone of the Gardall Corp. He does not appear to 
be here. I hope we haven't scared off some of the witnesses. If any 
of you here are ready to be heard we will be glad to take your state- 
ments. 

Is Mr. John Schenck here ? 

(No response. ) 

Mr. Mutter. We heard Mr. William Welton this morning, and he 
will probably be back again. 

Is Mr. Herman Dubnoff here? Apparently not. Are these gen- 
tlemen available and ready to go on now: Mr. McKinnon, Mr. Fribley, 
and Mr. Gardner? Would they like to be heard now rather than this 
afternoon? I guess they relied on the fact that they would be called 
this afternoon. 

Since we have exhausted the list of witnesses for this morning, sup- 
pose we take the noonday recess for lunch and stand in recess until 
1: 30. 

(Whereupon, at 12:15 p. m., a recess was taken until 1:30 p. m. of 
the same day.) 





AFTERNOON SESSION 


(The hearing reconvened at 1:30 p. m.) 

Mr. Mvuurer. The hearing will come to order, please. 

Our first witness this afternoon will be Mr. John Schenck. Is Mr. 
Schenck ready? 

(No response. ) 

Mr. Murer. Mr. Dubnoff. 


STATEMENT OF HERMAN DUBNOFF, OWNER OF MA’S OLD 
FASHIONED BOTTLING CO. 


Mr. Murer. Mr. Dubnoff, will you give us your full name, ad- 
dress, and affiliation ? 

Mr. Dusnorr. My name is Herman Dubnoff. I am the owner of 
Ma’s Old Fashioned Bottling Co. I am also the vice president of the 
Syracuse District Bottlers Association, and a few of the bottlers have 
asked me to represent them also at this hearing. 
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Mr. Mucrer. I don't think you gave us your address, Mr. Dubnoff. 

Mr. Dusnorr. 1523 North Salina Street, Syracuse, N. Y. 

Mr. Murer. You may proceed. 

Mr. Dusnorr. Our industry, as you know, has many, many prob- 
lems. In the past 13 years the costs have risen tremendously, yet one 
or two of the larger companies have maintained the old 1939 retail 
and wholesale prices. As the result, this has been such a deplorable 
condition to the smaller bottling companies that in the past 2 years 
out of 16 bottling plants in operation in Syracuse and vicinity 4 have 
shut their doors, and the usual saying when a driver stops in one of 
the retail outlets is, “Who is next among the small companies?” How 
they manage to maintain the old prices in spite of the ever-increasing 
cost is beyond us, except the fact that they have access to various 
things that we do not have as smaller bottlers. 

One of the things is sugar. Naturally some of the bigger companies 
have their own plantations, they can buy in carload lots, while we 
have to buy locally at the wholesaler or at the refinery, and the differ- 
ence is up to a dollar per hundredweight, and that is an extreme part 
of the cost of the beverage. 

Another important thing is the fact that they can buy in carload 
lots. For instance, crowns and caps on the bottles, where they can 
buy at 18 cents a gross, while the smaller bottler has to pay 23 and 24 
cents a gross. All these things have added to the inconvenience of 
the smaller bottler until today he is forced to do practically all the 
work himself and lay off most of his help in order to keep the plant 
rolling. 

Another important thing is the bottles. Back 10 or 15 years ago 
you could buy the glass bottles for $3 or $4 a gross, while today it is 
$7.45 a gross, and still the bottler gets 2 cents per bottle which costs 
him 514 cents. Every time the bottle is destroyed or placed in some- 
one else’s cellar or garage, that is 314 cents that the bottler loses in 
that case. As the result, if there is any number of bottles lost it all 
goes into the cost of buying more bottles. 

It has been suggested that the deposit price be raised. Up to the 
present the Office of Price Stabilization in Washington has not sent 
out a rule or regulation as to the increase of the deposit price. They 
claim they haven’t decided whether it is part of the price structure of 
the case of bottles or whether it is a mere deposit itself. A case of 24 
bottles costs us $2.25, including the cost of the bottles and the case, and 
we only get 75 cents for it, and when they are left in everybody’s 
cellars and garages, and probably some of the witnesses’ homes, they 
do not return right away, and as the result the bottlers are in a bad 
condition in that matter. 

Then again we have such things as materials and other things that 
it is very hard for us to get, say, for instance, the vending machines. 
Recently in the Sampson Naval Base here the contracts were let out 
for the distribution of soft drinks, and only two companies were able 
to compete for that contract. The reason was it took about $100,000 
to supply the Sampson Naval Base with vending machines in bottles 
and cases. Where is the smaller bottler going to get the $100,000? 
The banks certainly will not give it to them. So that is another sore 
spot. 

All in all I would say, if you walk into a grocery store, or any 
other place of business, you will find that the only thing that has not 
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increased in the last 14 years is the bottle of pop. Everything else 
has gone up. The chain of bottlers, the bottling plants, as for in- 
stance—I won't mention the name, but the large chain in central 
New York maintains the 80-cent price. Fifteen years ago it was 
80 cents. If they are able, in spite of the increase in cost, to still main- 
tain the 80-cent price they must have milked the public somewhere, 
otherwise how could they do it? In other cities of this size the in- 
dependent bottler, not the chain, has gone up to 96 cents and thereby 
he spread the umbrella under which all the smaller bottlers could 
raise their prices accordingly, so in those cities the condition is much 
healthier than here. But here the chain bottlers still charge 80 cents. 
In some of the smaller communities, such as Watertown, Auburn, 
and those little towns surrounding the city the bottler that put out 
the product kept the price at 80 cents and raised the price of his flavors. 
So what happens? The chain comes out and competes against the 
smaller bottler. 

Those are the problems confronting the bottling industry. We 
hope that possibly you gentlemen, Members of Congress, might be able 
to help us in some way to alleviate our problem, because, as I said 
béfore, and I repeat, four bottling plants have gone out of business 
in that last 2 years, and that is a very deplorable condition. We found 
that over the Nation the same condition prevails. We cannot com- 
pete with the bigger man because he has access to all the things that 
we cannot get ourselves. 

Mr. Murer. Am I right in assuming that your problem is not one 
that has been induced by the defense effort, but yours has been a 
problem growing over the years? As a matter of fact, most of your 
items have increased in cost and those increases have been gradually 
creeping up, and you might have been justified even in 1950 and 1949 
in increasing your deposit prices to 5 cents, but you could not charge 
it on account of the competitive situation. 

Mr. Dusnorr. That is very true. In the past year the price has 
advanced steadily in glass. A 15 percent increase was the last in- 
crease. It has been coming on for a period of the last 4 or 5 years. 

Mr. Mcurer. Have you presented your problem to the NPA, or 
any of the other Government agencies? 

Mr. Dusnorr. The problem has been presented in various ways 
and nothing has ever been done. They have been presented nationally 
and locally in various other places, but nothing has been done. 

Mr. Mutter. Have you presented your problem to any of the emerg- 
ency agencies? Has any representative of the industry or you gone 
to the OPS office, the Office of Price Stabilization ? 

Mr. Dusnorr. They have been approached and the ruling is going 
to be given any day now in regard to deposits. The Office of Price 
Stabilization said they would grant us relief maybe in the next week 
or two, but if we keep waiting it is going to be too late to do any 
good. 

Mr. Murer. Suppose the Office of Price Stabilization comes along 
and says the matter of deposits is entirely dependent on the cost of 
the product, would you be any better off? If the cost of the product 
is 5 cents and you want a deposit of 5 cents would you not be in the 
same situation as you are today? You would not dare to raise the 
deposit to 5 cents because the big fellow isn’t doing it, isn’t that 
correct ? 
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Mr. Dusnorr. That is probably true. Of course some of the boys 
have enough intestinal fortitude to go ahead regardless of whatever 
the big boy does. However, it is the old saying, “If he doesn’t do 
it, Why should you do it? If you charge $2,000 for something and 
somebody else does it for $1,000, who is going to get the business ? 

Mr. Mutrer. In that situation nobody in Congress is going to be 
able to help you. 

Mr. Dusnorr. We understand, but maybe an investigation of these 
so-called big bottlers could alleviate our problem. 

Maybe they are taking funds from one source and throwing it 
into something locally, to prevent the price from going up locally. 

Mr. Murer. Neither you nor your industry has any application 
pending before the Office of Price Stabilization for permission to 
increase your price. 

Mr. Dusnorr. I believe we have on the price and also on the 
deposit. You see on the deposits, they bring the case into the plant 
in the wintertime, and in the summer and spring it goes out. If 
we don’t get relief right away everything is going out. Nobody can 
afford to rebate the public for the increase in deposits. 

Mr. Muvrer. Mr. Leo McCormick is here from Washington repre- 
senting the Office of Price Stabilization. I will ask you to please 
present the details of your problem to him, and you keep the com- 
mittee advised as to what happens. Mr. McCormick in the meantime 
will check in Washington on what progress is being made on your 
application, and will also report to the committee, so we can expedite 
action on your application. 

Mr. Dusnorr. Thank you. 

Mr. Mutrer. This is Mr. McCormick, right there, and you get 
together with him. 

Mr. Dusnorr. I will. Thank you. 

Mr. Mutrer. The next witness is Mr. John T. Schenck, of the 
Manufacturers Association of Syracuse. 


STATEMENT OF JOHN T. SCHENCK, PRESIDENT, MANUFACTURERS 
ASSOCIATION OF SYRACUSE 


Mr. Murer. Mr. Schenck, we are very happy to have you with us. 
Will you give your full name for the record, sir? 

Mr. Scuenck. My name is John T. Schenck, 100 Hampton Road. 

Mr. Muurer. You are the president of the manufacturers asso- 
ciation ? 

Mr. Scuencx. I am, sir, and I am very thankful to you for asking 
me to appear here this afternoon. 

In making this appearance I am sort of wearing two hats, one as 
president of our independent local maufacturers association and the 
other as a small-business man. I myself am a smaller manufacturer. 

I would like to say that the Manufacturers Association of Syracuse 
was formed in 1913. We have approximately 100 members, both large 
and small manufacturers, but in the aggregate these members are re- 
sponsible for some 80 percent of the industrial employment in this 
county. This is one of the 33 counties in the United States, I have been 
told, with representation in reach of the 20 classifications of manu- 
facturing. I might add that I think myself and my own views have 
been confirmed by others from different parts of the country, that we 
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have in our manufacturers association one of the most unique and pro- 
gressive groups of its kind in the country. We have here a wide di- 
versification of industrial concerns and there is, I believe, a compara- 
tively good balance between large and small concerns. 

My own company is the Engelberg-Huller Co., Inc., and we produce 
rice and coffee machinery, largely for export. In addition to that, 
starting from World War II and continuing right through and up to 
the present time we have an aircraft division. We make aircraft parts 
as subcontractors, and that activity, of course, recently has been 
stepped up considerably. We are carrying on a tradition of fine work- 
manship. We are proud in our little company of 85 total employment 
to be part of this Greater Syracuse community and neighbor to some 
of the distinguished larger companies with national and internation- 
ally known products which have their main plants here. 

I mention these things for background, so you can see the rather 
unique position which I am honored to occupy here today. But I 
would also like to draw out the fact that my own observation has been 
that there is really no problem, and only a very minor antagonism 
between large and small business, particularly in the manufacturing 
field in this Greater Syracuse area. I mention it also because I think 
there may be a very real danger of overemphasis of this problem, par- 
ticularly in these times of national emergency where unity is required, 
and certainly we do not want a division between large- and small-busi- 
ness people, all of which leads up to the question of cooperation which 
we have had in this community, I think, between the large and small 
manufacturers to a very great degree. 

Our management council group, which is made up of the smaller 
members of the manufacturers association, were very pleased indeed 
to cooperate with your committee on arrangements for today, and to 
that end sent out a questionnaire to some 400 small manufacturers, 
small and large manufacturers in this area, in which certain questions 
were asked and replies were received. They will be filed with you in 
a summary form, together with certain specific comments which were 
made in these replies. 

I spoke of cooperation between large and small manufacturers in 
this community. I think it is best illustrated by the fact that during 
1946 and 1947, in the postwar period when we were confronted with 
many critical material shortages, a number of large manufacturers 
made available to the smaller industries material so that they could 
keep operating. Likewise, during the coal shortages occasioned by 
the strikes here of 2 and 3 years ago certain manufacturers pooled 
their surplus coal so that those who did not have any were able to draw 
on it and therefore keep operating and not shut down. 

From the discussions of this management council has come, we think, 
here in Syracuse a somewhat different approach to the problem of 
survival of smaller businesses in this highly competitive economy, and 
that is a question with which you are grappling. That approach was, 
in essence, an appreciation of the importance of big business to small 
business, at least in manufacturing here, and of the interdependence 
of one upon the other, and I am not kidding, as you who know industry 
will recognize. 

Perhaps there are some points in the approach that we took here 
that may assist you in the report that your committee will eventually 
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make to Congress. Perhaps these points will be of help to other com- 
munities, in this period of tough readjustments, concerns, and dislo- 
cations. I am probably taking too many words to express the funda- 
mental, which is cooperation. 

Candidly, some of my big fellow manufacturers have resources that 
I and my smaller manufacturers cannot hope to match or pay for. 
One of the very selfish reasons that this association published the 
Buyer’s Guide to Greater Syracuse, the directory of manufacturers 
that was given to you this morning, is the selfish fact that we wanted, 
as smaller manufacturers, to get as much of the big boys’ business 
placed with smaller industries here as possible, and, to a much greater 
degree than some of us realize, I think we have succeeded. 

When this management council began a few years back, we invited 
in some of our “big brothers,” and they, in turn, have over the years 
been providing us without charge much available technical assistance 
through our association. 

In the 1946-47 materials shortages we moved in a relatively big 
way toward the principle of teamwork by the “sideways movement” 
of certain steels and other materials in short supply. More than a few 
smaller industries here were able to keep in operation because in the 
bigger inventories we found materials to tide them over. And this 
was part of a planned program. 

In the period of extended coal shortages, as I mentioned before, we 
saw the real test of cooperation. Stockpiles of several of the larger 
plants were made available and were drawn upon by several of our 
smaller industries so that shut-downs were kept at a minimum. 

With a tradition like this, it was natural that when we learned of 
your forthcoming visit to Syracuse that our association extended to 
you its most cordial offer of assistance, and after discussions with your 
representatives the management council requested our staff to compile 
certain information that might help you understand some of the prob- 
lems with which management of smaller plants are preoccupied here. 
The smaller manufacturers, through a committee headed by Merton 
Jennings, of Self-Lock Screw Products Co., framed the questionnaire 
and dispatched it to some 400 manufacturers in the central New York 
area. 

Both as president of the Manufacturers Association of Syracuse 
and as a small manufacturer, I would like to touch on some of the 
problems that were mentioned in the various replies received. 

I was quite surprised myself to see the degree of self-reliance and 
independence, if you like, that was evident in these replies. The 
composite picture as I have analyzed it shows not only a much 
greater than expected degree of self-containment among smaller 
manufacturers, but a vital self-reliance and self-dependency in going 
out for themselves to find business, meet solvable problems, and lick 
the red tape of which many complain so bitterly. There is that spirit 
of “Let’s go out and get to work.” TI also think in the replies I could 
read a feeling that the last thing in the world that small business 
wanted was some great supergovernment bureau which would be 
charged with the responsibility of taking care of the small-business 
man. Many of us feel there is too much government as it is. Many 
people have expressed to me, through these questionnaires and also 
individually, that what we want is as little government interference 
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as possible. Wo do, however, I think, as small-business men, feel 
that we are entitled to protection which, after all, is the function of 
government to protect everybody equally and to see that everybody 
gets a fair shake. It is distrustful of government in many respects, 
and doesn’t think that government has laid down the ground rules 
in this emergency that give them the competitive protection with 
respect to allocations, wages, prices, and so forth, which the smaller 
manufacturers feel that they have a right to expect. I don’t think 
on the whole we are afraid of competition, as long as equal opportunity 
exists. 

One smaller manufacturer wrote that he felt small business doesn’t 
have the chance to prepare against shortages because “it doesn’t have 
too many friends in high places at cocktail bars.” 

Now there is one fact, I think, that was significant emerging from 
the replies, that is understood by small manufacturers. More than 
two-thirds of those who replied to this questionnaire indicated that 
they did not want prime contracts. About 10 percent said they had 
prime contracts, and the others said they would like them, which 
would be some 23 or 24 percent. The fact that most of them do not 
want prime contracts I think was touched upon this morning. Various 
reasons were gone into. One was because there is a great uncontrol- 
lable risk, and the problems of direct negotiation with the Govern- 
ment, rigid specifications, standards, and so forth, that the average 
small-business man like myself is not set up to meet, and that there 
is not the flexibility in prime and direct contracts that there is on 
the whole in subcontracts. 

I could cite you an example of a job that we got, which was one 
of only two direct Government contracts that we have had. We knew 
we would have a lot of competition on it. It was offered to us at 
the time when we needed the work, and we figured as carefully as 
we could. We thought we were on the safe side and we bid 30 cents 
on this particular item. There were 12,000 of them altogether, or 
an order of $5,600; which was small, you see. It cost us something 
like $5,200 to complete the job, and was a headache from beginning 
toend. Because of the fact we were not experienced with the specifica- 
tions we made a mistake in bidding. We did not understand just what 
was required of us. I must concede it was all there spelled out, but we 
lacked familiarity with the particular job. 

But the point I want to make is here was a product which we got 
for 30 cents, and we later found out that previously that contract had 
been let at a price of 97 cents each, so we had to take a licking of some 

$1,700, whereas if we had known what we were doing we would probably 
have made a profit of that much or more at a fair price. I also found 
there were some 16 or 18 bids received on this thing, that the procure- 
ment office knew what the fair price was, and I think in that case we 
should have been forewarned by the procurement office saying, “Your 
price is too low; we won't give it to you. Figure it over and take an- 
other look at it.” But no, we bid the price and it was accepted, and 
naturally we had to take it on the chin. In the case of a subcontract 
you can usually get help from the prime, and he won’t see you go wrong. 
It is not to his advantage to. 

There has been a lot of talk about favoritism in giving out prime 
contracts. A very small percentage of concerns is said to have ob- 
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tained them. But, on the other hand, I think there has not been 
enough emphasis placed upon the amount of subcontracting that is 
done under those prime contracts. There was one case in the last 
World War, a tank contract, which involved some 25,000 subcon- 
tractors and vendors. We were one of them. 

I think the smaller manufacturers here would, for the most part, 
rather paddle their own canoe and work with people as members of 
a team than they would by trying to go out alone. That is why they 
favor subcontracting. I think of those who said that they did not want 
subcontracting which amounted to about one-third of the total, the 
reason given was that they probably would be kept in production 
anyway because of the needs of the normal economy. 

Furthermore, these replies that were received showed surprisingly 
little criticism of the subcontracting procedures. In other words, many 
expressed the opinion that “We have got to go out and get this work for 
ourselves. We have to do it, to stay in business.” That is what they 
are doing. 

There were some complaints about lack of information, and lack 
of contracts, and our association, to a degree, will have to bear some 
responsibility for putting these people on the right track. 

There was strong resentment expressed by some about present price 
and wage controls, and a general feeling that costs are being permit- 
ted to increase in many instances, while a number of smaller companies 
are being caught in inflexible price situations, as the last witness men- 
tioned. There is a minority feeling for more rigid controls over every- 
thing that goes to make up the manufacturers’ prices. Speaking for 
myself personally, I would favor that only if it was absolutely neces- 
sary. 

There is a strong resentment felt among many of us that we have 
been caught between the millstones of big forces, big industry-wide 
business and industry-wide labor, particularly, of course, with respect 
to wages. Many of us believe the present wage controls are too in- 
flexible and make it difficult for us to follow our traditional labor 
market trends. Our employees suffer and our economy suffers because 
we are put in the position of losing our best people to plants who are 
able to do more toward increasing wages. Many of us—I personally— 
resent the obvious fact that the whole fight nowadays is a sneak attack, 
I believe, on the Taft-Hartley laws which, in my opinion, and I think 
the majority of American people agree with me, is a just law and one 
in the public interest. 

There, of course, is some widespread feeling that the present system 
of allocations and priorities needs to be completely overhauled, to give 
both small and big business a chance to fully discharge their commit- 
ments under the defense program. DO's are only so many hunting 
licenses, and that is not good. 

I don’t know whether anybody touched on the proposed CMP’s this 
morning or not, but I see there a possible danger to the small fellows. 
As I understand it, under the CMP program defense orders and neces- 
sary civilian orders will be given allocations for essential materials, 
and what is left over will be subject to the general scramble of whoever 
wants to buy them; that is, the manufacturers of nonessential prod- 
ucts. In that I see some threat to the small-business man, because it 
appears that there is not going to be a great deal left over, and it 
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may well be increasingly difficult for the small fellow to get his fair 
share of what is left. 

Of course, there are the usual complaints about heavy taxes, which 
I do not want to dwell on. I think you hit that this morning. I 
don’t think this applies to the small-business man alone, but there is 
this general complaint that there is too much unnecessary Government 
spnding and that taxes very largely, because of that fact, have become 
almost confiscatory in some cases. 

There are a number of complaints about the unfair depreciation 
policy with which we are confronted. 

I would like to make one point, and that is that in these times of 
national emergency I don’t think either the small or big manufactur- 
ers are out to make all the money they can or to profiteer. I think it 
is merely an attempt to keep fertile the seeds of future expansion and 
to protect the jobs for the future that we are interested in all these 
problems. 

I think we always have to remember, gentlemen, that small-business 
men are inherently risk takers. If they were not, they would not be 
small-business men, they would go and get a job somewhere else. I 
think they would like to paddle their own canoes, and if your good 
committee can help provide fair rules which would give the small 
fellow a fair shake in the competitive race we are in, it would be doing 
a fine job. 

[ will file right now a copy of the summary of our survey, plus some 
typical comments. Other speakers from our group will dwell at 
greater length on individual themes. 

I thank you for your patience in listening to this. 
(The questionnaire survey and comments referred to are as follows :) 










Summary of survey on problems in small business related to the national 


emergency 
Item 
Prime contracts with Federal Government: Number of companies 
Have prime contracts cinders Gatien tapingline ns Se 
Want prime contracts icainesctnehailpebincasibine iiihepieninescomipapes ee 
Do not want or not stated Ce ee sabeiineiises ma stasis 
Subcontracts: 
Have subcontracts a — , ee 
Want subcontracts Se ae ede soit icaneiindenedeitid 14 
Do not want or not stated ae - veakeaatiel aes 7 
Methods used in obtaining subcontracts: * 
Contacting prime contractors nian _ —— — S 
Government agencies and services__ ‘ ities ES IR 5 
Personal contacts hae SS 6 SES AAS ~ ls Ae 4 
Work with regular customers___._.........___--- ve DR. Se 3 
Printed facilities sheet__—-— NET seg cae Es Poe ee ‘ 2 
I enciemenencminretsintascocnaistiaenapnnes .. a 
Criticism of subcontract procedures : 
Information too meager or not readily available__________- Pa ae 6 
de a i a el Pdindidininn ot hGuachiemiadubaaidmaand> ae 
Willingness to testify : 
Willing to testifiy — hee li let i 12 
Not willing or not stated MW Fa es Tae ees oe ae 19 
Total reporting ___—- Se SE Ba REL nal ieei ae 


1 Some companies used 2 or more methods. 
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Some TyprcaL COMMENTS FrRoM MANUFACTURERS ASSOCIATION OF SYRACUSE 
Survey ror Smautt Busrness ComMMIrTrere or THE House or REPRESENTATIVES 


PROCEDURE FOR SUBCONTRACTING 


Need more detailed information to quote on jobs. 
Hard to get a clear idea of the specifications in time to act. 


PRICE CONTROL 


Frozen in a lower price bracket than our competitors. 

Provisions for proper pricing of new items produced for first time just before 
price freeze too restrictive. 

Should be tailored to each industry in collaboration with industry committees. 

Regulations vague and unrealistic. 

A muddled mess. 

If price control is necessary, then prices of everything should be controlied. 

Too unequal. 

Effective only in part. Permits costs to increase while selling prices of end 
products are fixed. 


MATERIAL ALLOCATIONS AND PRIORITIES 


Cut-backs ordered in use of raw materials are greater than volume of orders 
being placed by Government, which forces a reduction in working force. 

Large business generally given preference on materials over small business. 

Priority system a farce. All our customers have a DO 97 so priority has no 
efficacy. 

Seriously curtailing small manufacturers’ production. 

Controlled materials plan should be substituted for all methods. 

Inability to obtain certain materials without defense orders. 

In most cases cannot replace raw materials with a DO 97. 


WAGE CONTROLS 


Favors planned wage systems. 

Our wage rate has been somewhat lower and we are now losing men to other 
shops and unable to get replacements. 

Full of loopholes and lead to a state of confusion among both employers and 
employees. Unless cost-of-living controls go together with wage controls, great 
unrest will result. 

Highly mechanized large plants can pay higher wages than small plants with 
poorer equipment and thus draw workers away from small plants. 

We do not have established rate-range schedules. Therefore, we cannot 
reward our employees as they deserve. 

Small plants which employ most of unorganized labor must be given equality 
of relaxation treatment to be able to hold labor force. 

Price and wage controls should be tied in. 

As we have no union or contract with our men we have no escalator clause 
or other method to give our men raises to compete with other manufacturers 
for labor. 


TAXES 


Present tax laws do not allow small business to expand. 

Confiseatory. Need additional facilities but do not have the money after 
reserving for taxes. 

Too high. 

High and drain off capital needed for healthy growth. 

Grossly unfair to small business; any incentive to progress is stifled by present 
tax structure. 

FINANCING 


Small business has no place to go for additional capital and very little chance 
of getting Government contracts which would allow the writing off of plant 
additions in 5 years. : 

Small businesses do not have the opportunities for financing that large busi- 
nesses do. 





il a i i tt i in i Bi i a 


se ee 


es * 


ia ae 


Si Aes 





pore eee 






















SMALL BUSINESS AND THE NATIONAL EMERGENCY 1261 





Recause of,inability to float capital issues, small plants barely able to hold 
their own: only small amount of cash left over after taxes. 

Handicapped by difficulty of financing machinery, tools, and inventory. Have 
been forced to manufacture parts on uneconomical basis because of inability to 
finance the proper machinery. 

Impossible to get large prime contracts because of a lack of funds for financing. 
Many large companies with prime contracts have set up a terrific backlog of 
machine-tool orders for national emergency work. Almost every small machine 
shop has the very same equipment sitting idle. 


GENERAL COMMENTS 


3 Small business does not have the means to prepare against shortages like the 
r big business. Not so many friends in high places at cocktail bars. 

: Instability and uncertainty over price controls, allocations, and taxes let us 
{ plan from day to day only. 

3] Accelerated depreciation should be made easier for small and harder for large 
q companies. 

3 During the emergency the small manufacturer does not appear to be getting 


much business either as a prime or subcontractor. 

Difficulty and often high expense involved in interpreting regulations. Legal 
counsel is needed oftentimes, and this is not readily available to the small fellow 
as it is to the big. 

If some kind of system could bet set up so that small contractors could have 
transition from one contract to another, it would help greatly. 

There is an enormous backlog of skill and experience among small manu- 
r facturers. It is to the benefit of the defense effort to utilize this right now, as 
4 it would be utilized in a full emergency. There is evidence that it is not being 


pled se Mia alte: 


j tapped too efficiently. 

7 Mr. Mutrer. Thank you, Mr. Schenck. The committee is appre- 
)  ciative of what you and your association have done in arranging this 
meeting. 


I think Mr. Bartlett might want to inform you of the new regula- 
tion of the NPA on the subject of allocations, as he did this morning. 
Would you mind telling us again what your agency is trying to do 
under this new regulation ? 

Mr. Bartierr. Thank you, Mr. Chairman. I think there was some 
question raised there as to the flexibility of the plan as it applied to 
civilian requirements. To begin with, we are working against a known 
quantity in allocating materials to the defense effort and defense sup- 
porting effort. Now, insofar as the residue is concerned, after we have 
taken care of defense, we propose to continue the M allocation orders 
in order to allocate them fairly. Naturally there will be some prior- 
ities established in civilian requirements. Some items will be less 
essential than others. That is the plan. However, it is not complete. 

Mr. Mvutrer. The purpose of this new regulation is to avoid the 
so-called scrambling by civilian industry to come in and grab whatever 
is available for the civilian industry. After the defense effort is taken 
sare of and you made the allocations there the balance is going to be 
channeled into civilian production. 

Mr. Bartrierr. That is right. 

Mr. Scuenck. In other words, that is going to parallel the CMP 
as we knew it in the last war. 

Mr. Barrierr. We would use horizontal allocation of the civilian 
requirements and we would use the vertical allocation of the defense 
requirements. 

Mr. Scnenck. Has this changed within the last 2 or 3 days? 

Mr. Baruerr. Not since Friday, that I know of. We are develop- 
ing a plan which we expect to have ready for the Ist of May, as we 
indicated in our press announcement. 
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Mr. Scuenck. Do you think it will change again? 

Mr. Bartierr. I could not predict that. I think we did leave the 
way open if we want to give the matter further consideration. 

Mr. Murer. You have got to bear in mind that under Friday’s 
regulation they are now setting up the machinery with which the 
can go to work. Necessarily, it will take a little time. I don’t think 
there is going to be any change between now and May 1, except to 
implement the regulation, to make it effective. 

Tn raised the question of prices and wages and small business being 
caught in the middle. I think there you have a situation where each 
man or firm would have to go in and present its individual problem. 
If it needs price adjustment or if it needs wage adjustment, you have 
your own individual problem to present. The industry man says, 
“I can’t operate under this regulation. Here is my particular prob- 
lem.” And that problem will be taken up and an adjustment made, 
if necessary. 

Now, if you know of any specific instance where you are not getting 
the relief because of a peculiar situation, or peculiar requirements of 
your own business, we would like to hear about it, and I know the 
representatives of the Government who are here would like to hear 
about it too, so we can try to remove those difficulties. 

So far as your statement about cutting down the expenses of Gov- 
ernment, I recommend doing that. Some day somebody will come 
along and tell us how to do it. You have to bear in mind to make these 
emergency agencies operative we have to give them manpower, and 
what we try to do is to take civilian manpower from some agencies and 
ut them in the new agencies. There has to be added manpower to 
ie these agencies working, and you and I have to bear the cost of it. 

Mr. Scuenck. That is right. There is one thing on this wage ques- 
tion. Pending the settlement of the dispute over at the Wage Stabil- 
ization Board now as between labor and the other groups, very many, 
the vast majority, I believe, of the small businesses in this community 
are unorganized, and it has been common talk that the unorganized 
business was pushed aside when matters of wage adjustments, and 
so forth, were considered. In other words, there was not the pressure 
behind them that there was with the larger organized plants. 

Mr. Muurer. I wish I could give you a precise answer to that, or I 
wish we could have some representative from the Government give 
you that. We know as of this moment we have no Wage Stabilization 
Board functioning. If we had one, we would have one of their repre- 
sentatives here today. I am certain when the Wage Stabilization 
Board is reestablished you will find it will be the same there as in 

. 
each of the other agencies represented here today. You do not need 
any pressure. It is well to have the industry come in and present its 
soutien as an industry, and of course it will be given attention on an 
industry-wide basis. 

Any business man who has problems peculiar to himself, he is 
going to get the fullest attention that his particular problem needs. 
He will need no pressure. Congressman Richiman is the man you 
should contact. He will see to it that you get ali the pressure you need 
from that end, and I think that is all you will need. 

The next witnesses will be Mr. Fribley and Mr. Gardner. “They do 
not appear to be here. 

Mr. George Simon, of the Oneida Supply Co. 
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STATEMENT OF GEORGE W. SIMON, TREASURER, ONEIDA SUPPLY 
CO., INC., ONEIDA, N. Y. 


Mr. Muurer. Will you state your full name, address, and affiliation ? 

Mr. Smwon. George W. Simon, treasurer of the Oneida Supply Co., 
Inc., Oneida, N. Y. 

Mr. Muurer. And your address, sir ¢ 

Mr. Suwon. 436 West Railroad Street, Oneida, N. Y. 

Mr. Murer. You may proceed, Mr. Simon: 

Mr. Suwon. As a small wholesale plumbing, heating, and industrial 
supply house, we are in distress for steel pipe to carry on our business. 

Our source of supply, Pittsburg Tube Co., discontinued manu- 
facturing standard pipe in December. 

We have contacted the chamber of commerce, New York State De- 
partment of Commerce, also Senator Ives, and our president, Mr. J. J. 
Springer, was in Washington and presented our case to the NPA. 

They advised him to write the different pipe mills, asking them 
to take us on for a distributor, which we have done, and up to the 
present have received no relief. 

Qur customers have been asking for pipe, as they say no other 
wholesale house will take on new customers for steel pipe at this time. 

As we are the only wholesale house of this type in Madison County, 
we cover an area—radius—of 50 miles. We must have a source of 
this material to carry on. 

According to Government order M—6, this states that we are entitled 
to a certain tonnage of pipe, and are appealing to you for help. 

May we have your immediate consideration. 

I have copies of letters here of the different industrial plants and 
customers that we do business with and that depend on us for steel 
pipe. As the pipe situation is really scarce now and no other whole- 
saler will take them on as customers, it is kind of putting us in a bad 

way. We feel we should have some pipe to carry on our business. 

Mr. Murer. You say you did file an application ? 

Mr. Srwon. Yes. 

Mr. Mouurer. With what agency ? 

Mr. Suwon. NPA. 

Mr. Mutter. Where? 

Mr. Srwon. In Washington. 

Mr. Muvrer. Mr. Bartlett, will you talk to Mr. Simon and get a 
complete record of his story ¢ 

Mr. Bartterr. Yes, sir. 

Mr. Muvrer. Have you been getting any action at all? 

Mr. Suwon. None at all. 

Mr. Moutrer. They neither said “Yes” or “No.” 

Mr. Srwon. No, sir. 

Mr. Mutrer. Mr. Bartlett, will you find out what the story is and 
give us a report on it? 

Mr. Barrier. Yes, sir. 

Mr. Mvtrer. Mr. Simon, will you find out and let us know in the 
next week ? 


Mr. Srwon. Yes. 
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Mr. Mcvrer. Mr. Reporter, will you include these letters submitted 
by Mr. George W. Simon in the record. 

(The letters referred to appear in the appendix as exhibit C.) 

Mr. Murer. Mr. Palmer W. Cately, of the Onondaga Supply Co. 
He does not appear to be here. 

Congressman Riehlman has handed me a statement from the Em- 
pire State Association of Public Accountants, signed by Mr. H. L. 
Teall on its behalf, dated April 17, 1951, which we will make a part 
of our record. It deals with the unemployment insurance problem. 

Mr. Reporter, will you include this in the record. 

(The letter is as follows:) 


EMPIRE STATE ASSOCIATION OF PUBLIC ACCOUNTANTS, INC., 
ipril 17, 1951. 
SYRAOUSE CONGRESSIONAL COMMITTEE RE SMALL BUSINESS, 
(Special attention of Hon. Walter Riehiman.) 

GENTLEMEN: As past president of the above association, I am brought into 
close contact with the many problems of small-business men. 

One of them is the matter of the New York State unemployment insurance, 
which is also a matter affecting the Federal income-tax returns. 

As the law now stands, employers having less than four employees are not 
covered. Therefore, it is harder for them to retain their men, as against larger 
firms whose employees are protected. Also, all payments made to the New York 
State fund are deducted from the United States tax returns. 

I would like to offer the following suggestion for your consideration. 

The above objections could be overcome to some extent if every employee paid 
1144 percent of his wages, and the employer paid 14 percent of the payroll, ir- 
respective of the total number of employees. This method would increase the 
Federal income through the lowered deductions. It would also give added 
income to the New York State fund from the larger number of employees con- 
tributing, and thereby obtaining protection by their own efforts, instead of re- 
ceiving a dole. The majority of true Americans are willing to do their share. 

Thanking you for your attention, 

Very truly yours, 
H. L. Teacn 

Mr. Muurer. The next witness is Mr. John Enwright, of Cannizzo 


Studios. 


STATEMENT OF JOHN T. ENWRIGHT, SUPERINTENDENT, 
CANNIZZO STUDIOS, INC. 


_Mr. Morrer. Will you give us your full name, address, and affilia- 
tion ¢ 

Mr. Enwricur. My name is John T. Enwright. 1129 Kirkpatrick 
Street, Syracuse. I am the superintendent of Cannizzo Studios, Inc. 

In reference to the letter which Mr. Riehlman sent us, we are pri- 
marily interested not in problems, because, to tell you the truth, we 
do not have any. 

Mr. Murer. That is good. 

Mr. Enwricur. That is strange. We are rather small. We em- 
ploy about 10 men. We design, construct, produce, and create furni- 
ture for the home. 

Mr. Cannizzo’s prime interest in sending me here was to inform 
the committee that it is possible for us, in the case of necessity, to 
increase and to expand our personnel to five times what it.is at the 
present time, and to procure about 25 percent additional feet of floor 
space, which would give us around 15,000 in the event that any of the 
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building materials were needed. We are tooled up at the moment 
to make allkinds of upholstery seats, and in addition practically any 
type of wood material, provided it is not too large. By “too large” 
1 would cite 7 feet as the maximum length. 

As to scarce materials, we do not have any; we have them all. 

Mr. Muurer. None of the materials you use are in short supply ¢ 

Mr. Enwricur. None of the materials we use are in short supply. 
We have all the steel needed for 18 months; all the burlap, everything 
we need. Wood is not a problem with us. 

Mr. Mouvrer. I think you are going to be swamped by the men here 
who need the steel. 

Mr. Enwrieur. We are kind of lucky. At the moment, we would 
be able, if necessary, to convert two additional floors of our plant, 
which would give us just three times the amount of floor space that 
we now have. 

Actually, as I say, that was his idea of sending me over. We do 
not have problems; so there is no use creating them if we do not have 
oa: The main point is we can be of help if we have to. 

Murer. Have you registered your firm with the Department 
of C iinenan' 

Mr. Enwrigur. I believe that has been done about 6 weeks ago. 

Mr. = rer. How about the other procurement agencies, the Air 
Force, Navy, and Army ¢ 

Mr. Enwricur. I have just come back to Syracuse after being out 
of town for about a year. I was with the Standard Co. in Kirkwood 
fora year. I can find out if any of those things which are necessary 
can be done immediately, because I assume the forms can be procured 
readily. 

Mr. Muurer. You have a local office of the Department of Com- 
merce in Syracuse / 

Mr. Enwricur. Yes. 

Mr. Murer. They will be glad to give you any information as to 
when and where you can register your company, and as to what you 
should do to get on the various procurement lists. If you have any 
difficulty, you may contact us of the Small Business Committee. 

Mr. Enwricnr. Frankly, we do not have any difficulties. 

Mr. Muvrer. We have Captain Randolph and Mr. Paul Griffin 
of the Office of Small Business of the Department of Defense set up 
in Washington with the idea of helping you people if you do not 
know where to go. They are anxious to see that the Government gets 
everything it needs by way of material for the war-defense effort. 

Mr. Enwrieut. That is what we are here for. 

Mr. Mutter. If you contact them, they will give you all the infor- 
mation you need. 

Mr. Enwrieur. Is there any other information which we could give 
you! 

Mr. Muurer. I think we ought to ask for a police guard for you, 
because you are going to lose the steel awfully fast. 

Mr. Enwrieur. That is a matter of foresight, I think. That ma- 
ave ial has been procured over the years. What we need, we have, and 

are rather happy, too. 
“a Murer. Thank you very much. 

86267—51—pt. 25 
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Mr. Enwrieut. Yes, indeed. 

Mr. Murer. It is very refreshing to have a gentleman like Mr. 
Enwright come in here. “He is like one gentleman who came in before 
one of our other hearings, representing big business. He said, “I don’t 
know why all the small-business men are complaining. We can’t get 
enough men to come in for subcontracts, and we are looking for them,” 
and before he left he had as many subcontractors as he could use. We 
are very glad to have men like that who come in and tell us that 
things are all right in the country. 

Now, we are ready for other complaints, if there are any. The 
next witness is Mr. Robert Bliss, Jr., of Bliss Steel Products. 


STATEMENT OF ROBERT BLISS, JR., REPRESENTING BLISS 
STEEL PRODUCTS 


Mr. Motrer. Will you give the reporter your full name, address, 
and affiliation, please? 

Mr. Buss. My name is Robert Bliss, Jr., 617 West Manlins Street, 
Syracuse, and I appear for the Bliss Steel Products. 

Mr. Murer. You may proceed, sir. 

Mr. Butss. We have been in the process of receiving invitations to 
bid on direct contracts. We have taken no subcontracts as yet. We 
have been receiving invitations to bid from most of the branches of the 
services—the Navy, Air Force, and the Signal Corps. 

I would say for the Navy and Air Force that they are probably 
the most accurate and complete in the information and complete 
details for the information we need to go ahead and bid on the con- 
tract. The others we have some trouble with, and that is what I 
am here to elaborate on a little bit. 

I would say that there are three problems that we have run into: 
the first being lack of details, and this specifically is details on draw- 
ings. In respect to invitations to bid, we find drawings missing or 
no drawings at all, just the invitation to bid. We need drawings, and 
there are no drawings available, or drawings which are illegible or 
unreadable. 

The second point is that materials are required which, although be- 
ing a known alloy, for instance, are not common in standard supply. 
A specific example would be something like WD-1045 and WD-60. 
When we go to a supplier, they request the use of WD-1095. We 
know the reason for this. It is because some of those uncommon alloys 
are made from the order of a big firm like the steel company, and it 
is not common to have these alloys supplied from a warehouse. So, 
on a small contract, it is very difficult to get these items. 

The third specific point that we run into trouble with is the num- 
bering system which refers to finishing specifications, or certain speci- 
fications that go into the process of completing whatever is required on 
any certain bid. To give an example of this, 1 would mention a process 
which we have available, which is allowed on three separate Geet 
ment numbers, 1—J NC-490, 1-US-5702, and 1-50-60-1C. That is all 
right, but if only these numbers are given, without explanation, and 
we have to ask, say, from Ordnance what these numbers mean, we 
have found that there is a delay, because the chances are they do not 
know what they are, either. 
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We had another specific case where we were dealing with the Navy 
on paint specifications. They gave us a type 20 medium Navy gray. 
It so happens for our regular production we use a gray paint, and to 
find out if this would be suitable to be covered by that specification 
it took us longer than the time we had available to us to figure and get 
our bid in. 

So, taking these three problems as a whole, I would say it is the 
details connected with information given for an invitation to bid, 
which do not seem to be clear in every case, and if they are not clear 
it seems to take too long to get the information to us so that we have 
time to bid on a contract before the due date. That is my problem. 

Mr. Murer. Captain Randolph and Mr. Griffin, would you care to 
comment on this problem of this gentleman with reference to their 
difficulties in connection with bidding and being invited to negotiate ? 

Captain Ranpo.tex. The Standards Agency in the Munitions Board 
are now trying to clean up all such problems as you have. There is 
one thing that we always advise the people to get, and that is the Index 
of Specifications. Have you started a library of the specifications 
which you are interested in ‘ 

Mr. Briss. I can give you a specific example of what happened when 
we did that. It so happened that we were familiar with the specifica- 
tion. We would not have needed it, but it was specification 52-136-B, 
which covers the steel company’s requirements in the manufacturing 
of the steel. It is more a steel-mill requirement for the bigger steel 
company. We tried to get the specification through local channels, 
and they referred us to other channels and we finally ended up by get- 
ting it from the steel company itself and not the military, and when 
we got it, although it was specified for this job, we found in the pam- 
phlet that it did not cover the material which was called for. 

Captain Ranpotru. Of course, I am for the military side of this. 
If you have a number such as, for instance, 1—J NC—490, that you men- 
tioned awhile back, your index tells you exactly what that is, and who 
the custodian is. If you used it once, it is likely that you are going to 
use it again. So, we always advise people to write direct to the custo- 
dian for that specification and drawings, so the next time it comes 
up you will have it. 

However, as I say, the Standards Agency is going to clean up the 
specification problems you have. I would advise you to write direct 
to them and advise them that you have certain problems. That is 
what they are there for. That is the only way they can do a good job 
for you people, is to know exactly what problems you are having. 
They can suspect a lot of things but it is only when you give them your 
specific case that they can help you. 

I know the numbers are terrible; they really are, but if you do have 
the index for the Army, Navy, and Air Force, you are able to go right 
through the pamphlet, and the number tells you what it is. 

I would advise you to get a library of those specifications that you 
are using, because you are going to need it. Then you can beat the 
time limit in trying to get your bids in. 

You said the drawings are illegible. I am going to find out about 
that and report that fact to the Standards Agency, and I will advise 
the Specifications Division of that. 

Mr. Mutter. I think the captain will agree there is no excuse for 
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illegible drawings being sent out, and they should not be sent out, and 
it was a mistake to send them out. 

There was another question raised and that is the one about not 
getting them in time. You must bear in mind it is impossible to send 
out detailed specifications and drawings with every invitation to bid. 
The Government cannot send out a thousand invitations to bid, and 
of the thousand invitations to bid only 10 men actually are interested 
in bidding, and send out the detailed specifications to all of them. It 
would be a tremendous expense, and there would be that much money 
thrown away if full specifications and drawings were sent to each of 
them. You should then have enough time to write back and say, “We 
are interested in this. Let us have the detailed specifications and 
drawings so we may bid on them.” 

We have had complaints that some of the men have not had time 
enough. Make sure that there is enough time for them to get the de- 
tailed specifications and drawings so they can make the bid. 

Mr. Buss. That is one thing that goes in with what I have in mind. 
The fact that there is a delay would tend to put us in the position of 
estimating a date of delivery on an awarded contract on the basis of 
some time after we receive the material rather than after the contract 
is awarded to us. 

We have gotten into trouble that way because of the supply of ma- 
terial, or the requirement which was too far from standard. It was 
too uncommon. Even though it might be close, even though it might 
be, say, fifteen-sixteenths material when 1 inch was standard on an 
item which could easily stand the difference, it was still not good 
enough to be accepted. 

Mr. Muvrer. Of course, you know, even though the invitation to bid 
may call for fifteen-sixteenths, you could send them your response to 
the bid, offering to supply that which you have, directing their atten- 
tion to that, and you may very well qualify and get the contract just 
the same. 

Mr. Buss. We have been cautioned—maybe not accurately—about 
trying to avoid making exceptions on bids. 

Mr. Mutrer. With specific reference to what you call special al- 
loys, that would sound an awful lot like rigging specifications, and 1 
know the Department of Defense has been tryjng to eliminate even any 
inference that that is being done. If you know of any instances where 
special things are being calied for when others of general use in the 
trade will do, IT wish you would let the Department of Defense know, 
through Captain Randolph, and this committee, too, because there is 
no reason why that special advantage should be given to any com- 
pany when something else will do the job just as well and you can 
supply the usual thing that is being supplied. 

Mr. Buss. I could give one example on one invitation to bid which 
would seem to bear out a slight discrepancy, and that was a require- 
ment for welding a galvanized metal. Galvanized metal is practically 
impossible to weld through without removing the zine coating. If a 
regular standard metal had been called for and galvanized after weld- 
ing, we could have taken care of it, but in view of the way the require- 
ment was written we did not happen to bid on that item. If they tried 
to do it that way I think they would run into trouble, whoever did 


get the contract. 
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Mr. Mutter. Do you have the details about that bid, the number, 
and so forth? 

Mr. Buss. I might be able to get them. It is quite some time ago. 

Mr. Mutter. If you can still get it, I know we would like to have 
it for our record, if you could supply it to us. 

Mr. Briss. That is all I have. 

Mr. Murer. Any questions, Mr. Hill? 

Mr. Hitz. I have no question. 

Mr. Muurer. Thank you, sir. 

It might be well for all of you gentlemen to bear in mind if you 
intend to bid for prime contracts it is almost essential that you have 
these manuals that Captain Randolph referred to, in order to be able 
to bid. Your specifications and your invitation to bid may just call 
for a thousand boxes of a certain size, and if you do not have the over- 
all specifications set up in the manual as to the markings and ship- 
pings, and what not, you don’t know what to do. It is necessary that 
you have the manuals so you know precisely what is expected of you 
in supplying the Government with anything it may desire. 

Mr. Simon was before us a few moments ago and we asked him to 
take the matter up with Mr. Bartlett of the NPA, of our Department 
of Commerce, and Mr. Simon has been directed to prepare an appeal 
from hardship incurred by reason of former source of supply going 
out of business and sources suggested by the Department of Commerce, 
National Production Authority, in a letter of March 7, 1951, being 
reluctant to accept new business. 

Mr. C. H. Kaletzki, a member of the Commerce Department, Small 
Business Advisory Committee, volunteered to assist Mr. Simon in 
presenting his case. Should an appeal be granted, an appropriate 
directive will be supplied to give Mr. Simon priority in acquiring the 
necessary basic material. 

That is typical of the things that the Small Business Committee is 
trying to accomplish. 

The next witness is Mr. J. M. Wall. Mr. Wall, will you come for- 


ward, sir? 
STATEMENT OF J. M. WALL, PRESIDENT, J. M. WALL, INC. 


Mr. Murer. Mr. Wall, will you give the reporter your full name, 
address, and affiliation ? 

Mr. Watt. My name is J. M. Wall. 107 North Franklin Street. 

Mr. Mutrer. And you are the president of J. M. Wall, Inc. ? 

Mr. Wak. Yes, sir. 

Mr. Murer. Will you proceed, sir. 

Mr. Wat. I want to touch on something that has not been spoken 
of today, that I have heard, and that is the length of time it takes 
to get an order through after you have been promised the order. 

For instance, last June they called me from Dayton and wanted 
eight cameras immediately. I had six ready and I told them in a 
month I would have the other two. The order never came through, 
although we tried to get it through many times until January. 

I shipped the cameras in January and they went out, some of them, 
to Europe, all over the world right away, and I haven’t been paid for 
them yet. Of course, it wasn’t much—eight cameras came to about 
$80,000. 
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Mr. Muurer. You are a big business if that isn’t much. 

Mr. Wa... Well, it isn’t much for big business. Now they want 
10 more, and what am I going to make them with, without money? 

Then it takes on an average about 8 months for an order to get 
through Dayton. All the orders for the Air Corps, Signal Corps, 
Navy, and Marine Corps have to go through Dayton, and they are so 
loaded with paper work that they can’t get it out. 

Now, they won't split up an order. In the last war they split up 
orders. For instance, I would get an order from Philadelphia for 
cameras, and I was to ship them to RCA to put the sound on. Well, 
I would get paid for them 30 days after delivery. Now, to keep from 
having so much paper work, they want to write it all in one order. 
Either I take the order or RCA or Western Electric. Well, I can’t 
furnish RCA or Western Electric equipment because it is a patented 
article, and they have a contract with the Government to take care of 
it, so they want to give it to RCA or Western Electric. 

The result is that it hangs fire for months before they can get the 
contract through Western Electric or RCA. 

Mr. Mcurer. Could not you make an equivalent item? 

Mr. Watt. I can buy items for about one-fifth of the price, that will 
get by, but they are not as good as those two sources of supply, and 
naturally they want the best. 

They pay RCA and Western Electric about the same amount for 
each one, about $6,500. It has gotten so now that it is almost im- 
—— to get a contract through, it takes so long. They keep getting 
yuuried deeper and deeper and it is getting worse and worse. 

I spoke to a captain in Washington about it, who orginated an order 
for me last May, but I haven’t received it yet. I can get prime con- 
tracts from Hill’s in Philadelphia, or anywhere else, that do not run 
over the maximum, I can get those through in a few days. 

Mr. Mutter. Do RCA and Westinghouse have to wait months for 
their money, too? 

Mr. Watx. That is Western Electric and not Westinghouse. I can’t 
say that Western Electric does. 

Mr. Mutter. I think I can talk for the members of the committee 
who are here, that we think it is outrageous to make you and anybody 
else wait that length of time for the order and then wait for the 
money, too. 

Captain Randolph, will you get the information on this for us, 
please, and get for the committee information on why the orders are 
delayed and why the money is held up. 

Mr. McKinnon. Get the specific procurement number. 

Mr. Wau. I haven’t the number here. 

Mr. Murer. Can you telephone your office and get the information ¢ 

Mr. Wauu. Yes. 

Mr. Murer. And then give the information to Captain Randolph. 

Mr. Want. All right. 

Captain Ranvotru. I would like to get the date of the order and © 
whom it went to. 

Mr. Wau. That particular order went to Western Electric at 111 
Eighth Avenue, New York City. ‘ 

Mr. Mucrer. That is where you shipped it to? 

Mr. Wat. Yes. 
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Mr. Mutter. We would like to know the place the order went and 
when, and the order numbers, if any. 

Mr. Watt. I can give you the order number by calling the office. 

Mr. Mourer. Get the information and give it to Captain Randolph, 
so she can follow through for us on this. 

Mr. Watt. I don’t blame John Olson or any of those fellows in 
Dayton, they are so buried with the orders. 

Mr. Mutrer. It is not a matter of blaming anybody. We have got 
to get the things moving. We can’t expect you and others to furnish 
the Government with what it needs and then they hold you up on your 
money. 

Mr. Wari. Some of the inspectors—not all of them—don’t know 
their business. For instance, there was an order for lenses that came 
through and it said something about the barrel of the lenses, and it 
gave the number for the specs, I think it was 21—-P-761, although 
I am not sure as to the number, but when I got the specs and looked 
it up it was for the finish of casts in barrels. Anyway, it had the 
poor inspector flabbergasted. 

Mr. Murer. Will you get the information in detail and give it to 
Captain Randolph, so we can follow through on this for you, sir? 

Mr. Wat. All right. Thank you. 

Mr. Movrer. Thank you very much. 

Mr. Glow. 


STATEMENT OF HARRY D. GLOW, PRESIDENT, SPECIALTY SERVICE 
SUPPLY OF SYRACUSE CORP. AND SERVICE SUPPLY OF SCRAN- 
TON CORP., SCRANTON, PA. 


Mr. Mutter. Will you give the reporter your full name, address, 
and affiliation ? 

Mr. Giow. Harry D. Glow, 647 South Warren Street. I am presi- 
dent of the Specialty Service Supply of Syracuse Corp. and also of the 
Service Supply of Scranton Corp., Scranton, Pa. 

The nature of our business is we are a wholesale supply house and 
an industrial specialties supply house, catering to the refrigeration 
trade and industrial specialties. The essentiality of our business is 
not disputed. We have a committee set up in Washington comprised 
of all or a great share of the leaders in the industry. 

Our problem at the present time is one with the complexity of the 
priority rules and the paper work necessitated by these priorities. As 
of the present time, in our particular industry to get the necessary 
rules and regulations I wrote to NPA in Washington and they sent 
a letter back in which they said I was to check the various groupings 
of literature, that I would require to keep abreast of the priorities 
concerning our industry. Actually, I would have had to check almost 
every one except the farming industry as an industry of wheat, oats, 
and so forth, or the ladies’ apparel industry. I checked five various 
numbers to get the regulations concerning these priorities that we will 
be affected by. 

At the present time we are operating under M-12, the copper regu- 
lation that requires certification for every order of copper going out. 
Yor tin and solders we have to get certification under M-S, and for 
steel and wire under M-4. 
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The nature of our business is such that we have to keep the material 
on hand, because most people want it yesterday, and as the result 
we have to order certain quantities from manufacturers to get the 
prices and to distribute the merchandise on an economic basis. 

If we have an order under MRO we have to accumulate it all in one 
order. It necessitates a lot of paper work. In the last crisis we had 
one man simply doing nothing but taking the sales slips, the invoices, 
and making a record of all the priorities, the end uses, and so forth. 
that was required. We sent out on the Ist of April a letter-to all our 
customers in which we attempted to educate them in the use of these 
priorities, so we could accumulate and revise our inventory in accord- 
ance with the priorities rating on the materials that we purchased, 
or that we could purchase. 

The uneducation of the American businessmen was appalling. We 
sent a copy of the various qualifications for M-12, M-8, and M-4 for 
the use of our customers. One of the customers sent an order over to 
the Chimes Building office in Syracuse and this morning the young 
lady from the NPA office called me up and she said, “Mr. Glow, I want 
you to understand this is not complete, this is too curtailed.” I said, 
“IT don’t know how complete or how curtailed it may be.” She said, 
“Well, for your education, you should be more complete in the use of 
these priorities.” It seemed our customer had not sent the priority 
to the Chimes Building so that they would have a record that he was 
using materials in accordance with M—12 and M-8. 

Toward the end of the last war we were using one rubber stamp for 
certification of priorities, and I think that these orders should not be 
so complex that you should have a different order or a different cer- 
tification for each order. If a person were to certify that he was 
using this material in compliance with any of the priority regula- 
tions, one stamp would be sufficient. 

Our salesmen now have to carry three stamps with them, and we 
have to keep half a dozen stamps of each size in the office, and it necessi- 
tates returning a lot of purchase orders to our customers to get these 
certifications under the proper classification. For example, if a man 
orders some 95-5 solder, that means that the solder is 95 percent tin 
and 5 percent lead, and on other metals he has to certify under M-8 
that he is permitted to use that order, and he also must certify the end 
use of the order. 

If he has on that same order an order for copper tubing he has to 
certify under M-12, and if he has some repair materials under MRO 
regulation No. 4 with DO 97, he has to certify under that regulation, 
with the result that we have three certifications, and particularly 
where you have to back order some materials you have to send a copy 
of those certificates or make reference to where they are filed. 

Now, in talking with one of our men in Washington this morning 
I was informed that a change in MRO was made yesterday in which 
certain priorities were taken off materials on which they were avail- 
able up until yesterday. Now this means that materials that we 
had let go out of our inventory and extended the rating to our manu- 
facturer cannot now be replaced under that rating and we are with- 
out any means of getting that material replaced. Up until thé Ist of 
April we were getting a sufficient quantity of materials without 
priority ratings, but we are now faced with the problem that all our 
manufacturers are asking for priority ratings. 
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Mr. Hux. We covered that in the meetings on the west coast, the 
very thing you are talking about. It is tougher on the west coast 
than it is here because of the lag between the letters in the mail going 
out there and back. I am sure the OPS and NPA will help you 
out in your emergency. 

Mr. Guow. We haven't any regulation at the present time. In 
the last crisis we had L-38 whereby we could supply materials under 
and that permitted, to an extent, our priority on that and we got 
the materials in the inventory so we could sell them. At the present 
time we have no means of replacing the inventory. 

Mr. McKinnon. How do you suggest it be handled, Mr. Glow, as 
a practical businessman / 

Mr. Grow. Well, we had the L-38 in the last war which permitted 
the wholesalers of various industries to secure priority assistance. 
Of course, at that time we had the vertical priority and as soon as 
one industry became curtailed in their supplies they applied for re- 
lief and they issued another number which was higher, and as a re- 
sult you were in the same position, but it just took a little time to be 
pushed down the ladder again, and on some of your products you 
could now crawl up. 

If CMP gets in I understand there will be 80 percent available for 
civilian supplies, which might alleviate things, particularly in the 
brass field. Uncle Sam has a huge stockpile of copper and the brass 
people give us to understand if some of this copper was released 
there would not be this critical shortage on brass and copper. We 
are getting calls from such manufacturers as Carrier, General Elec- 
tric, Brownley, and some of the major manufacturers in Syracuse 
for items that are small quantities as far as they are concerned, but 
being in the so-called nut and bolt business, they are large quantities. 
Where an organization like Carrier or GE would buy 5,000 quarter- 
inch nuts, possibly 10,000, 10,000 would be our major stock but to 
them 10,000 is one production item. If we get a call for 10,000 nuts 
of a certain size our stock is depleted and we have no way of replac- 
ing it at the present time. 

Mr. Murer. You can’t replace the material because the material 
is not available, and you can’t get a priority for it. 

Mr. Grow. That is right. We did have a method of applying di- 
rectly to the WPB in the last war for inventory supply, whereby 
the rating was extended for materials which you needed in your 
business. 

Mr. Muurer. Mr. Bartlett, don’t we have a similar regulation in 
effect. now ? 

Mr. Bartierr. Not at the present time because we do not have a 
general warehousing order. He handles numerous and diverse prod- 
ucts and they are all governed by the individual M orders that he 
speaks of. It is certainly something that we would be glad to take 
under consideration. 

Mr. Muvrer. There is no regulation that you know of in the making 
at the present moment to cover this situation ? 

Mr. Bartierr. Not that I know of. 

Mr. Grow. As of last Friday there wasn’t any because the Refrigera- 
tion Equipment Wholesalers Association and the Refrigeration Equip- 
ment Manufacturers Association have a group in Washington whose 
prime purpose is to keep in touch with all Government orders. 
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Mr. Muurer. You personally have not presented your problem to 
NPA in Washington? 

Mr. Grow. The group has. 

Mr. Mutrer. The group has? 

Mr. Guow. Yes. 

Mr. Murer. How long ago? 

Mr. Giow. Within the last 30 days. Possibly some of you gentle- 
men know Mr. Sterling Smith, who was head of the Refrigeration 
Division in WPB. He is our industry adviser in this particular group, 
and he was in Buffalo a week ago last Wednesday and in Syracuse, in 
my office, a week ago last Thursday, and this matter was discussed at 
that time. 

Mr. Murer. And up to that time he advised you nothing had yet 
been done? 

Mr. Grow. That is right. 

Mr. Mutrer. We are very happy to have this information. I am 
sure the committee will look into it and see what can be done to alle- 
viate your situation. 

Mr. Grow. Another thing that I have passed over too quickly and 
that is the awarding of all the priorities that were raised and extended. 
Some provision should be made to take care of this. After all, we have 
depleted our inventory and the manufacturer now can just throw them 
out the window or return them to you. 

Mr. McKinnon. On these scarce materials if you do have a priority 
order can you get them ? 

Mr. Grow. At the present time we can get them. In fact, our sup- 
pliers are sending us letters every day, “Please extend your priorities 
on copper materials under MRO Regulation No. 4 and any other direct 
priority ratings that you have.” Up until the present time we have 
received a suflicient supply of materials, but I am trying to keep a 
little ahead of the game because in our business they want the material 
as quickly as possible—they want it yesterday and not tomorrow. 

Mr. McKrwnnon. If you had priority orders in substantial quan- 
tities, it would reduce the cost of the individual item, would it not 

Mr. Grow. For instance, we have to buy a certain type of solenoid, 
we have to buy 50 of those to get a price where we could resell them 
and make something on them, otherwise the price we buy them is the 
price we resell them at. In other words, if you are buying one item 
you would not be a wholesaler; ycu have to buy 50 items at wholesale 
and stock them. We can’t buy the 50 because we haven’t got enough 
priority orders. You have to accumulate enough priorities to extend 
the rating, to get the wholesale price. 

Mr. Mutter. Mr. Bartlett, will you look into this situation and re- 
port to the committee precisely what is being done with reference to 
this situation ? 

Mr. Bartterr. Yes. 

Mr. Mutrer. Thank you. We are very happy to have you. 

Mr. Hartman or Mr. Hoyt. They de not appear to be here. 

I am very pleased to advise those assembled here that Mr. A. C. 
Hoffman, of the Hoffman Packing Co., came here with a problem 
this morning and as a result of what he heard here was able to dis- 
cuss his problem with Mr. Leo McCormick of the Office of Price Sta- 
bilization, and is now glad that his problem is being taken care of. 
Is that right? 
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Mr. Horrman. I hope so. 

Mr. Motrer. If your hopes are not realized, will you let us know? 

Mr. Horrman. Yes. 

Mr. Muurer. Mr. McKinnon, Mr. Fribley, and Mr. Gardner; will 
you three gentlemen come up, please. 

Gentlemen, in view of the fact that Mr. O'Donnell must of neces- 
sity leave now, I want him to make a brief statement to you. This is 
Mr. Walter J. O’Donnell, of the Reconstruction Finance Corporation. 

Mr. O’Donnexu. Ladies and gentlemen, I just want to make one 
observation. Several people have come up to me and asked whether 
or not the RFC is in business today. I want to say emphatically, yes. 
The Congress has given the RFC authority to make loans through 
1954, and until such time as the Congress changes the rules and regu- 
lations it is in business. Ninety percent of its loans are typical small- 
business loans. Nine out of ten are under $100,000, and better than 
64 percent are under $25,000. 

Ladies and gentlemen, for your information, the office serving this 
territory is at 44 Pine Street, New York City. If you send a note 
to that office they will be very happy to give you “a the information 
you want, and we have men traveling the whole New York area; 
consequently, we will be glad to have - you look in or have our men 
look into your office and talk over your particular problems. 

Thank you very much, Mr. Chairman. 

Mr. Motrer. Thank you, Mr. O'Donnell. 

Mr. Henperson. Mr. Chairman. 

Mr. Muurer. Yes, Mr. Henderson. 

Mr. Henverson. This morning you asked some questions with re- 
spect to some figures and we have made up a table showing how the 
members arrived at that $675 figure. It may not have been under- 
stood how they arrived at that figure. That is on all taxes paid, not 
Just excise taxes. 

Mr. Mutrer. Mr. Reporter, will you include in the record this state- 
ment given to us by the Automobile Dealers Association. That was 
in connection with Mr. Beckworth’s testimony this morning. 

(The table referred to is as follows :) 


$475 tax on a $2,000 car delivered in Detroit to a resident of Michigan 


1. Estimated taxes accrued on materials, parts, and their transportation 





prior to receipt by automobile manufacturer___.__...___-_____--__- $99. 00 

2. Estimated income and other taxes paid by automobile manufacturer, 
ee EE SE Say SIPS age eee 101, 50 
3. Federal excise taxes on car, including radio and heater_____- +e kere. 105. 25 
4. Dealer’s property, income, and other taxes____--- ae At SS Ce 102. 00 
i I SII IIo aie oe 
© Re re NEE GO OID CIs tie i rn sei fewineiin dt btinene 12. 75 
7. Federal and State excise or sales tax on 5 gallons gas and 6 quarts oil-_ . 40 
Total taxes on new car, ready for use____.--.-.....--......... 478. 75 
Estimated additional increase of 13 percent Federal excise tax_.....__- 196. 25 
RE NE Re” A RA SE Ne *, CAS 675. 00 


Nots.—Items (1) and (2) exclude social security taxes, both company share and em- 
parse share. Individual income taxes on wages and salaries paid to employees engaged 

the multifarious processes from oan and the production of raw materials to the 
ih A. of parts and accessories eir transportation, and the final assembly of 
the automobile are, of course, likewise excluded. 


Source: Estimated by Automobile Manufacturers Association. 
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STATEMENT OF J. W. McKINNON, REPRESENTING THE ELMIRA 
AUTOMOBILE MERCHANTS ASSOCIATION 


+ 

Mr. Mutrer. Will you give your full name, address, and your 
affiliation ? 

Mr. McKinnon. I am J. W. McKinnon, of Elmira, N. Y., repre- 
senting 13 dealers in a community of 50,000 people. We want to take 
this opportunity to present our views of the effects of national credit 
regulations on the average wage earner. Having worked under the 
15-month ruling for a number of months, we now know without ques- 
tion of doubt that the man the Government is most interested in help- 
ing has been discriminated against. . 

The desire and need for good transportation by the public is hard 
to understand unless you are in close contact with it. The present 
15-month limit under regulation W has already created a great hard- 
ship on many, many people whose need is greatest and who are deter- 
mined to have that good car regardless of consequences or what finan- 
cial sacrifices it may entail. 

If you were Mr. Average Man earning $60 a week, how would you 
like to have to pay $102 a month for 15 months to purchase a $2,000 
ear. When the need and desire is great, the result is insufficient food 
for the family, cashing in war bonds, spending life savings, or mort- 
gaging the house. If I might add here to take the case of a man who 
had always bought a new car, he has waited a month for this car, and 
he comes in, and he finds out actually how much it is going to cost him, 
he says, “I just can’t do it,” and he is forced to buy something that, of 
course, he fe not want. 

Federal Reserve Board figures show us that total installment credit 
in 1950 was only 3.85 percent of total purchasing power. The con- 
trolled portion of this 3.85 percent eo regulation W amounts to 
only about 1 percent of total consumer purchasing power. If regula- 
tion W succeeds in reducing this purchasing power by 30 percent, it 
will have a restricting effect on only eavtaniin of 1 percent of total 
purchasing power. 

Evidence that terms are too stringent is evident in the increase of in- 
ventories of many items under credit control. The only people, how- 
ever, that are readily curbed in buying cars are the people who most 
need them. The man who can pay $70 a month is forced to buy a used 
car when he should be in a position to purchase a new one. 

Figures of the Automobile Manufacturers Association show that 25 
percent of present day cars should be junked. I think you realize that 
as you drive on the roads, This is a far higher figure than before the 
war. Thirty-three and one-third percent of the cars on our highways 
are beyond the 10-year mark. They are there because that 3314 per- 
cent of purchasers cannot afford to buy anything better under regula- 
tion W. 

Generally speaking, the two largest purchases that a family makes 
in its lifetime are a home and a car. The estimated life of a house 
is 50 years. The Government has seen fit to allow payment on a house 
to continue for 20 years. The estimated life of the automobile is on 
the average 100,000 miles or 10 years. On this purchase the individual 
is limited to not more than 15 months. Both of these purchases fall 
under the class of essentials. 
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We ask and hope these regulations can be relieved. If they were 
taken back to the 18-month limit, they would help to relieve the 
situation to a great extent. 

Mr. Muurer. Does someone else on behalf of the association desire to 
be heard now ¢ 

Mr. Henperson. Mr. Fribley. 


STATEMENT OF CARL E. FRIBLEY, A PONTIAC-GMC TRUCK 
DEALER IN NORWICH, N. Y. 


Mr. Frmcey. Mr. Chairman and gentlemen of the committee, my 
name is Carl E. Fribley. I am a Pontiac-GMC truck dealer in Nor- 
wich, N. Y.,a community of 10,000 in Chenango County, and I am one 
of 33,900 new car dealers in the United States and 2,210 new car dealers 
in the Empire State belonging to the National Automobile Dealers 
Association. In particular, I speak as one of the small dealers in vil- 
lages, towns, and small cities who sell from 25 to 150 cars a year— 
and this group comprises 84.1 percent of all new car dealers. 

We small-town dealers, because of the size of our communties, are 
closer to all our customers and know more about their intimate per- 
sonal problems than our fellow dealers in large cities. Customers tell 
us aa our records prove that since the Federal Reserve Board arbi- 
trarily placed a 15-months limit on the time sales last fall, many work- 
ers in war plants—10 to 25 miles from their homes—have been unable 
to buy necessary transportation. We know many small town doctors, 
ministers, school teachers, and other essential car users who also have 
been unable to buy cars under these harsh, stringent, and unnecessary 
credit terms. 

The small-town dealer is not a “fast operator” or black-market 
dealer but is a respected citizen in his community, serving unself- 
ishly in all civic enterprises and taking part in all community activi- 
ties. He has always paid generous wages to his employees, many of 
whom have been with him all their working lives. There is no busi- 
ness with less employee turn-over than a small-town automobile deal- 
ership. But we will not be able to continue our operations—many of 
them 20, 25, 30, and even 35 years in the same locations—under pres- 
ent and proposed controls, 

Let me give you two examples: The Office of Price Stabilization, 
around the Ist of March, allowed the automobile manufacturers to 
raise their prices by 34% percent but refused to allow dealers to take 
their traditional historic mark-up on this price increase. This mark- 
up or discount from list price amounted to 14% percent or from $15 
to $25 per car. This cut in discount may appear inconsequential, but 
we old-timers in this: business have seen the majority of years when 
our final net profit was less than that. Such a bureaucratic — 
clearly indicates lack of understanding of the retail automobile deal 
er’s business. Anyone with a minimum working knowledge of small 
business knows that the fixed overhead on dealers’ establishments has 
consistently increased since 1946, due to greatly increased wages, sup- 
plies, and utility costs and fixed investments in new buildings, reno- 
vation of old buildings, replacements and additions of equipment, the 
majority of these changes dictated by automobile manufacturers. In 
many cases, their threat of cancellation of the franchise was the lever- 
age forcing dealers to increase overhead so rapidly these last 5 years. 
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If automobile manufacturers’ costs have increased, so have dealers’. 
Is it fair to reimburse a few big-business corporations for additional 
costs and refuse to help thousands of small-business men at the 
grass-roots level? 

And now, the Secretary of the Treasury proposes to raise excise 
taxes from 7 to 20 percent on new cars. Are these essential automo- 
biles, which so definitely proved their essentiality in World War ITI, 
to be classed with perfumes, furs, jewelry, and whisky? And doesn’t 
anyone know that raising the price of new cars $150 to $300, by in- 
creasing the tax, automatically raises used-car prices? A used car is 
nearly always traded in on a new car, and the increased excise tax 
cost will be passed on in part to the used-car owner—who most often 
is the one least able to pay—that’s why he buys a used car. 

We grass-roots independent small-business men look up to our 
elected representatives at local, State, and National levels. We re- 
spect our Congressmen and Senators, because we know them as neigh- 
bors and friends—as we in Norwich know Irv Ives, former New York 
State assemblyman and majority leader, and now the senior United 
States Senator from New York. And so we must turn to you, our 
elected representatives, for help—help to have our American way of 
life, our democracy, and the free-enterprise system. We turn to you 
because we cannot reach or talk to the bureaucrats, the “do gooders,” 
the “offices” in Washington that are trying so desperately to build a 
controlled economy in this great country. You, and only you, our 
elected representatives, can save us from the bureaucrats and keep 
the “grass roots” of America strong and virile. 

I am sorry that Congressman Hill left. I presume he left the 
hearing. 

Mr. Mutrer. Yes, sir. 

Mr. Frmiry. He made a point this morning that I wish to have 
injected in the record. He asked what the automobile dealers had 
done about pooling rides, and I wanted to tell him what we in Nor- 
wich and New York State have done during the last war. We had the 
Office of War Transportation that functioned out of Albany and then 
spread into every village and town throughout New York State, 
and we were able to increase the riders per car from a start of about 1.8 
to better than 3.5 within 2 years. Now I appreciate his point about 
Washington. It is a very difficult thing to get people to team up to 
ride, but it can be done, and it will be done again if we have an 
emergency. 

Thank you, gentlemen. 

Mr. Mutrer. Mr. Fribley, let me tell you first—I am talking only 
for myself as an individual now—that my definition of a bureaucrat 
is a man out of office looking for the job of the man in office. 

Now to get back to the substance of your statement here, I don’t 
think any of us will disagree with you that your industry—talking 
now about the retail automobile dealers—may be entitled to some 
increase because of increased costs of your operation, but I think 
you and your industry are presenting a very bad case when you come 
forward and say that you should be allowed to increase from $15 to 
$25 your cost for the charge you make to the purchaser of a new car, 
because the manufacturer was allowed to increase his cost 314 percent, 
which you pass on to the customer. 

Mr. Frietey. That is true. 
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Mr. Mutrer. In other words, on a car that you would have paid 
$2,000 to the manufacturer, he now may charge you $70 more and 
that $2,070 is your cost, and you then have your same mark-up on that 
car to the customer. In other words, if you sold that car for $2,500 
you you are now selling it to him for $2,570. 

Mr. Frisiey. That is true. 

Mr. Muurer. What you are saying to us is what another gentle- 
man representing your industry in California told us, that because 
you must collect another $70 for the manufacturer you should get 
from $15 to $25 more for collecting that $70. I can’t agree with 
anybody that is coming forward with any such proposition. If you 
come forward and present to the Government agency in charge of 
this matter the facts entitling you to an increase, because of increased 
cost of operation you may make out a good case, but don’t tell us you 
should get $25 more for collecting another $70 that goes to the manu- 
facturer. 

Mr. Rreutman. Would you allow him to make an explanation of 
that ? 

Mr. Mourer. Certainly. 

Mr. Fristey. I think you brought up an interesting point. You 
make the point that our costs have not increased in the last 6 months. 

Mr. Mutter. I said if you proved that to the agency in charge that 
your cost of operation has gone up and you are entitled to charge 
more money, and that your franchise grantor, or the company that 
gave you the franchise, will let you charge that extra, I am sure the 
agency will permit you to charge it, too. 

Mr. Frmtery. Mr. Chairman, the point is entirely on cost and I 
think that the following speaker has some figures on that which I 
am sure you would like to hear. 

Mr. Murer. We will be very pleased to have them. 

Before Mr. Fribley leaves, I think Mr. McKinnon has a question. 

Mr. McKrynon. I was merely trying to emphasize what Mr. 
Multer was trying to differentiate between, the point being it is not 
an automatic increase, it simply means you would have to prove your 
part of the cost burden. 

Mr. Frietey. Their cost went up every month and our cost went up 
every month, too. Your utility costs have increased, the coal, wages, 
and everything else, the same as the manufacturers’ costs have. 

Mr. Rreutman. You say the following speaker has some figures. 

Mr. Friecey. He has some figures on the profits. 

Mr. McKinnon. I think your job is to take your specific cost 
figures to the agency and get relief from them. 

Mr. Frietey. We have had a lot of difficulty in getting to the agency 
to discuss our cost figures with them. 

Mr. Mutrer. Here in Syracuse? 

Mr. Fristxy. We are talking about Washington. 

Mr. McKinnon. We have got Mr. Leo McCormick here, who is 
the assistant to Mr. DiSalle. I think while he is here you better 
corner him, or get in touch with someone in Syracuse. ‘ 

Mr. Leo McCormick. We remember very well the splendid coop- 
eration the industry gave us—speaking of the dealers—during the 
last emergency, time and time again. There is an industry committee 
in process of being formed, and I think it is formed now. 

Mr. Friecey. I understand. 
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Mr. Leo McCormick. I could not see any difficulty in presenting 
your problem to Washington now. 

Mr. Fristey. Thank you. 

Mr. Mvuvrer. I am sure you will have no difficulty in having an 
appointment set up for you and presenting your case in Washington. 
If you do have difficulty, we will set it up for you. 

Mr. Frisvey. Thank you. 

Mr. Mutter. We will next hear from another gentleman from the 
industry, Mr. Gardner. 


STATEMENT OF GEORGE GARDNER, AUTOMOBILE DEALER IN 
BINGHAMTON, N. Y., AND PRESIDENT OF THE NEW YORK STATE 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Garpner. Mr. Chairman and members of the committee, I am 
George Gardner, an automobile dealer in Binghamton, and president 
of the New York State Automobile Dealers Association, which is 
composed of approximately 2,100 new-car dealers throughout New 
York State, and an organization whose policy is that: What is to the 
best interest of the public is conducive to the best interest of us. Gen- 
tlemen, we are not only automobile dealers, but more important to 
the essential] transportation of the Nation, we are purveyors of the 
service and maintenance of transportation. 

We are here today primarily to point out to you the importance of 
the automobile and how it affects the economy of this Nation both on 
the war front and the home front. We need look no further than to 
what took place in the last war. The automoble was one of the first 
essential commodities to be frozen and rationed. 

Contrary to general belief, we are in a worse position today with 
respect to transportation than we were before the last war by virtue 
of the fact that we were out of production for a period of nearly 5 
years and practically all of the cars produced prior to that period 
have outlived their usefulness. In addition, we have had a tremen- 
dous increase in population and decentralization of both industry and 
residences, so we find we have fewer cars per capita—as a matter 
of fact only 5 years of production in this country—to supply an 
unusual need and demand. 

Gentlemen, I personally feel qualified to speak on this subject 
because during the last war 1, like many other automobile dealers, 
went into the War Department and Armed Forces. I was in the 
United States Army Ordnance in the Procurement Division. We 
were so desperate, here is what we had to do: We had to dig out of 
snow banks old trailers that had been used for transporting new cars, 
and they were converted at great expense into busses used for trans- 
porting war workers. Bear in mind that our railroads and all forms 
of public transportation were available and working. 

Through experience we have learned much which we should relate 
to this committee. Our experience has taught us that we would have 
failed in our responsibility if we did not bring to this committee the 
essentiality and importance of the automobile to the safety and 
preservation of our entire Nation in peace or in war, and “a war could 
be lost for the want of a horseshoe nail.” 

In pointing out to you the importance of the automobile and the 
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automobile dealer in our economy, we should like also to call to your 
attention some inequities which may well destroy a segment of our 
business which is most essential. As a matter of fact, Price Stabilizer 
Michael DiSalle has referred to the situation as an “inequity” that 
seemed to him at the moment to demand correction. 

In speaking of discounts and profits of the small-business man of the 
automotive field, I would like to point out to you a recent statement by 
the Accounting Corp. of America, which shows that the average new- 
car dealer ranks thirty-eighth in the percentage of net profits before 
income taxes among the 40 trade groups that comprise about 75 percent 
of all business groups in the country. 

2. That the manufacturers capture 9 to 12 percent profit after taxes 
while the dealers make only 5 to 6 percent profit prior to taxes. 

3. That facing decreasing automobile production and increasing 
expenses, the cut in their discounts which the retail dealers are now 
obliged to take may, if not corrected, mean the difference between 
business life and death to them. 

4. That there is a vital principle involved in their time-honored 
discount and that years of effort to make it traditional would be lost 
and destroyed if it were violated now. 

5. That auto dealers and their service stations will be called upon 
more and more for important aid to essential transportation as the 
mobilization effort expands and that they must have a reasonable meas- 
ure of earnings in order to exist. We must be careful, gentlemen, not 
to destroy that which is important. 

The majority of the automobile dealers of the United States are 
cognizant of the fact that we, as a people, have a dual responsibility 
to perform: To maintain a stabilized peacetime national economy. 
while at the same time we are maintaining defense for our national 
security. 

Most important for us to keep in mind, whenever Government 
agencies are establishing policies and regulations which affect our 
normal economy, is that effect which that will have on the attitude 
of our defense workers and average low-wage earner. We have tried 
today to show you that some of the proposed rules and regulations 
are creating a condition by which these defense workers and wage 
earners are being discriminated against and are unable to purchase an 
essentiality of life and means of transportation. You know that it 
makes no difference what restrictions you put onto the person in the 
upper brackets who has the money to spend and the baile to buy. 

No matter what the restrictions, they will not prevent those with the 
money from buying commodities which you are trying to control with 
consumer credit. We must always keep in mind in any regulations 
of credit that we do not create a condition which will be discrimina- 
tary against the person you are trying to help—the masses. 

Mr. Muvter. Mr. Riehlman ? 

Mr. Rreuitman. No questions. 

Mr. Muurer. Mr. McKinnon ? 

Mr. McKinnon. I have no questions. 

Mr. Mutrer. Mr. Gardner, I would like to have you furnish to us— 
and you can send it to us in Washington if you do not have it avail- 
able here today—the basis of the statement that the manufacturer 
makes 9 to 12 percent profit after taxes while the dealers make only 
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5 to 6 percent. That necessarily has a strong bearing on the case you 
are trying to make, and we would like to have the supporting figures. 

There is one other thing I would like to have you clarify. You said 
that facing decreasing automobile production and increasing expenses, 
the cut in their discounts—meaning the discounts in your trade—which 
the retail dealers are now obliged to take, may, if not corrected, mean 
the difference between business life and death to them. 

I don’t understand that. Would you explain for us what discounts 
you are talking about and what you mean by the cut in discounts you 
are now forced to take? 

Mr. Garpner. Mr. Chairman, I would be happy to do that. 

The automobile dealers have expanded, by and large, throughout 
the country. We have increased the size of our facilities and increased 
our general overhead to a large extent, and with the cut-back in new- 
car production the volume of our business upon which our traditional 
discount is based is going to be cut. 

Mr. Mutrer. I want you to tell us what is your traditional discount. 
I don’t understand that. What is that? 

Mr. Garpner. We have had a traditional discount of approximately 
anywhere from 18 to 24 or 25 percent. 

Mr. Murer. You mean the list price on the car may be X dollars 
and you give a discount to the customer ? 

Mr. Garpner. No; from the factory they receive a discount rather 
than a mark-up. 

Mr. Mutrer. The list price is what the factory advertises the car at? 

Mr. Garpner. Yes. 

Mr. Muurer. And then they give you a discount off that price? 

Mr. Garpner. Yes. 

Mr. Mutrer. Which is your cost. 

Mr. Garpner. Yes. 

Mr. Murer. And you sell the car at the list price. 

Mr. Garpner. Yes. 

Mr. Mutrer. Actually, then, the discount is your gross profit. 

Mr. Garpner. Yes; it is. 

Mr. Murer. Wherein is that discount being reduced now? 

Mr. Garpner. Well, because never before have we been asked to 
sell or to pass on to the customer an increased price for the factory 
without having our traditional discount applied to that increase in 
price. 

Mr. Murer. Let us take the price of the average car that you sold 
to your customer. 

Mr. Garpner. Yes. 

Mr. Murer. A new car sold by the average retail dealer to the 
average American customer. 

Mr. Garpner. Yes. 

Mr. Murer. What would you say it was before the middle of 1950? 

Mr. Garpner. The average price, retail ? 

Mr. Murer. Yes. 

Mr. Garpner. In my particular make of car it probably would 
average somewhere around about $2,500. 

Mr. Murer. Two thousand five hundred dollars is what you would 
get for the car from the customer? . 

Mr. Garpner. Yes. 
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Mr. Motrer. And your traditional discount on that $2,500 car was 
18 percent? 

Mr. Garpner. No. You see, the list price to the customer, that the 
customer pays for the car, is what we term the f. 0. b. price. There 
are other charges that go in there, like transportation and get-ready 
and a few other allowable expenses, so the list price to the customer 
does not reflect the price on which the factory pays the traditional 
discount. 

Mr. Murer. Would it be fair to say on that $2,500 car the price 
oo the manufacturer gave you your traditional discount was 

2,000 

Mr. Garpner. Well, it would be more than that. We will say 
perhaps $2,200. 

Mr. Mutrer. Two thousand two hundred dollars was the price on 
which you got the traditional discount ? 

Mr. Garpner, Yes. 

Mr. Mutrer. Now, that $2,200 price on which you got the tradi- 
tional discount has now been increased by 314 percent? 

Mr. Garpner. Three and a half percent. 

Mr. Mutrer. And 314 percent would be $77? 

Mr. Garpner. Yes; that is right. 

Mr. Muturer. Now, you are still getting your traditional discount 
on the $2,200? 

Mr. Garpner. Yes. 

Mr. Muurer. You are still getting that today ? 

Mr. Garpner. That is right. 

Mr. Murer. Although you are paying $2,277 you are still getting 
the discount on $2.200? 

Mr. Garpner. That is right, yes. 

Mr. Mouurer. And your complaint is you are not getting the tradi- 
tional discount on the $2,277 ? 

Mr. Garpner. Yes. 

Mr. Mutrer. You are passing the $77 on to the customer? 

Mr. Garpner. We are collecting it for the factory. 

Mr. Motrer. And you are getting no discount on that ? 

Mr. Garpner. No, sir. 

Mr. McKinnon. Would the discount on the $77 take care of your 
additional costs? 

Mr. Garpner. As I see it, it is merely breaking your tradition; and 
we know that, because of the lesser volume, we know once the door is 
open on that sort of thing they can continue to do that, continue to 
raise the price to justify their costs of doing business, and it will be 
another 314 percent, and then it becomes 7, and where it ends who 
is going to know? I mean, it is something we feel that has violated a 
trade practice that has existed ever since practically the inception of 
the automobile. 

Mr. Mutter. Isn’t your complaint one to be passed on by your 
industry to the manufacturers? 

Mr. Garpner. I think I also covered that, Mr. Chairman, when I 
made my statement, when I read the statement that was made by Mr. 
DiSalle. who termed it as an inequity and he said some correction 


should be made. 
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Mr. McKinnon. Mr. Chairman, let me ask a question of Mr. Me- 
Cormick, from Mr. DiSalle’s office. As I understand it, the OPS is 
not singling out the automobile industry on this policy. 

Mr. Leo McCormick. No. 

Mr. McKinnon. As I understand .the policy that Mr. DiSalle 
enunciated, it applied to all price increases from the wholesale level 
to the retail level The retail is still taking the same dollar differ- 
ential but not taking the historical percentage mark-up. Is this 
policy different with the automobile business than it is with the meat 
business or the grocery business ¢ 

Mr. Leo McCormick. He is allowing the same historical mark-up 
that they always had. 

Mr. McKinnon. The dollar mark-up or the percentage mark-up ? 

Mr. Leo McCormick. The percentage mark-up. 

Mr. McKinnon. And these people are not getting the same per- 
centage mark-up; is that what you maintain ¢ 

Mr. Garpner. Not on the increase in price that is passed on to the 
consumer. 

Mr. McCormick. His right of increase in price is set aside. They 
are getting the same discount that they traditionally got. 

Mr. McKinnon. They are getting the same dollar mark-up that 
they traditionally got but not the same percentage. I understand in 
the grocery business—this is merely what I read in the newspaper, 
and, of course, I am not a newspaperman and I don’t believe what 
I read in the newspaper—but, as [ understand it, on a case of beans, 
for instance, if that goes up 10 percent and it costs $2.20 to the grocer 
and the grocer has had a traditional mark-up of 40 percent, so the 
beans that he is selling by the case would be $2.80, and instead of 
taking the 40-percent price mark-up on the $2.80 he is merely taking 
the traditional 80-cent differential and adding it to the $2.20 price 
when he passes it on to his customers. In other words, he would still 
get the spread in dollars but not the percentage; is that true. 

Mr. Brapy. I am Bryan Brady, acting as counsel to the OPS locally. 

First let us get back to the automobile again. The 3% percent 
which is passed on is what is known as the OPS adjustment. The 
314 percent granted to the manufacturer under section 31 of regula- 
tion 7 will be passed on and will not be taken into account when you 
are figuring your traditional mark-up. The one I have in mind 
parallel to that is the 15 percent granted to the rug industry. The 
cotton market, or the wool market in Boston, was at a standstill, so 
they gave a 15-percent increase to the rug manufacturers, and that 
was passed on in a dollars-and-cents increase to the consumers, exactly 
the same as this was. 

In the grocery regulation, which is regulation 14 or regulation 16— 
I just forget the numbers—that is a tailored percentage mark-up 
according to the classification of the store, in dry groceries, for ex- 
ample, in a case of beans, and the tailored ew mark-up on 
a case is about 22 or 24 percent on canned goods. They are all in that 
category except for a miscellaneous category of 40 percent. Now you 
must bear in mind that those prices to the grocer from the wholesaler 
are still under the freeze of the 25th of January, so consequently 
there can be no increase there. It is just a percentage mark-up which 
is traditional in the industry, fixed by the Grocers Association of 


America. 
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Mr. McKinnon. And, of course, on automobiles there was a freeze 
also. 

Mr. Brapy. There was a roll-back on automobiles, and for a very 
good reason, because all the automobiles were not going to the ex- 
hibitor’s windows, they were going to the used-car lots and sold at 
$600 over the list price. 

Mr. McKrnnon. Now, on food items or any other items, will there 
be a tradiuonal percentage mark-up ¢ 

Mr. Brapy. If there is an OPS adjustment to the manufacturer, 
that will be passed on in dollars and cents to the consumer. 

Mr. McKinnon. But not in percentage ¢ 

Mr. Brapy. But not a percentage applied to that; no. 

Mr. McKrwxnon. Then the food industry will work on the same 
principle that you are putting on to the automobile dealers at the 
present time? 

Mr. Brapy. That is right. They have got a tailored percentage 
mark-up, and it is stated right in the regulation. 

Mr. McKinnon. When you say a tailored percentage mark-up, what 
do you mean ¢ 

Mr. Brapy. The percentages prescribed by the United States, and 
it must not be in excess of that percentage. 

Mr. McKinnon. The basic or the wholesale price is moved up? 

Mr. Brapy. The wholesale price is not moved up. 

Mr. McKinnon. If it should be, will the dealer be allowed a 
mark-up based on the traditional percentage of 22 or whatever it 
may be? 

Mr. Brapy. I think the OPS adjustment will be passed on in dol- 
lars and cents so that he will not apply the 22 percent to the increase 
in price. 

Mr. McKinnon. You say in the rug industry the price was in- 
creased to the dealer ? 

Mr. Brapy. It was increased 15 percent. In other words, a rug 
that cost $100 now costs the dealer $115, and if he adds the traditional 
mark-up of 25 percent he sells that rug for $140. 

Mr. Mutter. Now that you have cured the situation, at least on the 
record, as to the used cars 

Mr. Brapy. Not all the used cars. 

Mr. Muvrer. There is a ceiling on used cars? 

Mr. Brapy. There is a ceiling on used cars, and that is the high 
book of the several books that the dealer has in his files. 

Mr. Murer. In other words, today the man who brings the car 
across the street to the used-car lot can’t get the $600 above the list 
any more. 

Mr. Brapy. No, sir. One is indicted in California for doing exactly 
that. 

Mr. Murer. | hope the rest of them will be, too, if there are any 
more doing that. 

Now, having eliminated that situation, don’t you think these retail 
dealers are now in a position to come in and make out a good case by 
saying they are entitled to some increase to carry the additional cost 
of their operation / 

Mr. Brapy. I think they have a very good case because the individ- 
ual who has the same right to trade an automobile on the high book 
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on the used-car basis is not limited as the dealer is limited; he does 
not have the overhead and does not have the section 31 mark-up, so he 
has an advantage that should not exist. 

Mr. Rreniman. Should not that same principle apply in respect to 
the increased price of groceries or any other item? Where the re- 
tailer has to maintain his operations, he certainly would be entitled 
to an increase or some adjustment, just as the wholesaler. 

Mr. Brapy. The BMO says grocery prices are going down. 

Mr. Mutrer. If that situation applies to any other industries, then 
they, of course, should have to come and make out a case too. As Mr. 
Brady indicates, in the grocery business they are not confronted with 
that problem at this time. 

Mr. Rreutman. But the principle still remains, that they should 
get an adjustment, just the same as the retail automobile industry, if 
their case is clear and clean. 

Mr. Brapy. Regulation 7, which is the retail regulation and prob- 
ably the principal one we have, says in section 31: 

OPS adjustment prices shall not be taken into account when applied to tradi- 
tional mark-ups. 

That is the pattern of the regulation at the present time. That is 
why the automobile dealers have to put up with it, the regular dealers 
have to put up with it. 

Mr. Rreniman. That does not say it is just. 

Mr. Brapy. I did not say that. I did not write these laws, sir. 

Mr. Rrenu_man. I am just asking the question. 

Mr. McKinnon. Let us get the record straight. We did not write 
the regulations that you fellows are putting into effect. We write 
general laws and not the regulations. 

Mr. Muurer. We may have to change the law if the regulation is 
not correct. 

Mr. McCormick, talking for the Office of Price Stabilization, we 
would like t- ‘ear from you. 

Mr. Leo McCormick. Mr. Chairman, this problem that these gen- 
tlemen have been discussing is very well known in Washington. Every 
angle of it has been carefully gone over by their splendid association. 
We are studying it. There is no opinion on it that we can render 
today. 

We are always glad to get all the information that. these gentlemen 
have. If they will submit to me or send it to Washington, it will be 
duly considered. 

Mr. McKinnon. I might say, Mr. Gardner and Mr. Fribley, I 
think if I were you I would forget my traditional historic mark-up 
and go in court on the basis that my costs have gone up, and to stay in 
business I have to have this differential. 

Mr. Garpner. In certainly dollar volume. 

Mr. Muvrer. Mr. Gardner, that was the point I wanted to make 
when Mr. Fribley told us he wanted additional money when they 
were collecting the $70. That is not the way to make their case. 
You do not need additional money to collect $70. If your costs have 
gone up, that is the case to present. 

Mr. Garpner. And the volume has gone down. 

Mr. Murer. You men are good American citizens and good busi- 
nessmen, and entitled to the same rights of free enterprise that we 
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are trying to preserve in this country. If you present your case 
properly I am sure you will get relief, and if you do not get relief 
we will help you get it. 

Mr. McKinnon, To try to get across the philosophy that Mr. Di- 
Salle’s office has, we are all trying to keep the price level as much 
as we can. If the dealer is still doing well even on a lesser mark-up, 
if we can hold that price level that is what we want to do. 

Mr. Brapy. There is Price Procedural Regulation No. 1, section 
300.11, that shows you how to petition for relief to the Director of 
Price Stabilization in Washington, and you can get those forms at 
416 South Clinton Street. 

Mr. Mouurer. That is, for each individual on his own. 

Mr. Brapy. That is right. It is better to do it on an association 
basis. 

Mr. Muurer. Thank you. 

Mr. Garpner. Mr. Chairman and members of this committee, I 
certainly am very happy to be here and I am very happy to know 
that your attitude is such as it is, and I mean this sincerely, and you 
sure can take it from me, you can count on the automobile dealers 
to back up with the right attitude anything that they are called upon 
to do. 

Mr. McKinnon. I don’t think you will have any trouble selling 
automobiles if you will just get them. 

Mr. Henperson. Mr. Chairman, I would like to present for your 
records statements from other associations throughout the State. 

Mr. Mutrer. Very good. We will be very happy to have them. 

Mr. Henverson. Here is one from the Lewis County Automobile 
Dealers Association, one from Watertown, Utica, Rochester, Sche- 
nectady, and Jamestown. 

I would like to answer one question that you brought up, and that 
is as to the new cars getting into the used car lots. I will tell you what 
we did to try to beat that back in 1945 and 1946 when it first started. 
Through our associations we got our members to use an option agree- 
ment, a right to purchase, and they would not sell to people who 
would not agree to keep the car for their own use, because we knew 
how necessary it was for their transportation. 

We do not like to see new automobiles on used-car lots any more 
than you do, because they are not doing anybody any good there. 

Thank you very much. 

Mr. Rrentman. I would like to make this further statement for the 
benefit of the people who are here. I do not like the attitude that Mr. 
Brady took with respect to this price regulation and I want the people 
to understand just because it is a regulation that they are not supposed 
to accept it as such and not express their views openly to the people and 
to the Congress, and those who are responsible for making the laws. 

As has been said by my colleague, Mr. McKinnon, we do make the 
law but we do not set the regulations, and if you are having trouble 
under those regulations it 1s your duty as businessmen to let the 
Congress know about it, and we will try to help you if you can’t get 
help any other way. 

I do not think the people would feel very much encouraged to ap- 
proach the Office of Price Stabilization in Syracuse if the same at- 
titude prevails in all of the minds of the people there that prevails at 
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the present time in the attorney who is representing the Office of Price 
Stabilization in Syracuse. 

Mr. Brapy. I beg your pardon. This is the first time that I have 
any criticism directed at the Office. 

Mr. Rrexstman. | don’t like your attitude and your position, and 
I just wanted to make it clear in the record. 

Mr. Brapy. The point I wanted to make was we have been over the 
same track three times and it turned out we were correct that three 
times. We told them they were no longer entitled to the $70 increase, 
and we told them why, because it has been the policy that OPS adjust- 
ments should be passed on to the consumer. 

Mr. Rresiman. Three times over the same track and three times 
wrong does not make it right, as far as I am concerned. You can 
clarify your position, but I am talking about your attitude to the 
people here. 

Mr. Mutter. I will ask the reporter to include in the record these 
letters which have been submitted by the Automobile Dealers Associa- 
tion. 

(The documents appear in the appendix as exhibit D.) 


STATEMENT OF S. C. HARTMAN, EXECUTIVE VICE PRESIDENT, THE 
VICTORIA PAPER MILIS CO., FULTON, N. Y. 


Mr. Harrman. Mr. Chairman and gentlemen, I am indeed fortun- 
ate to be afforded the opportunity to acquaint your committee with a 
large problem of a small business. I must say editorially that this 
is a refreshingly different aspect of democracy. 

My name is S. C. Hartman. I am executive vice president of the 
Victoria Paper Mills. This five-machine mill is located in Fulton, 
N. Y., and employs approximately 200 people, with an annual pay- 
roll of approximately $600,000. We manufacture toilet papers, twist- 
ing tissues, and specialties. Paper mills in general fall into two classi 
fications: integrated mills and market mills. The integrated mills 
are mills which manufacture their own pulp. This pulpwood comes 
in the most cases from their own woodlands. The largest mills in 
the United States are all integrated. 

A market mill is one which depends solely on the obtainment of its 
pulp supply from pulp mills located in the United States, Canada, 
and Scandinavia. Eighty percent of the available pulp supply for 
the market mills comes from Canada and Scandinavia. Eighty per- 
cent of this supply, therefore, is outside the realm of our price and 
production regulations formulated from time to time in Washington. 
There are hundreds of these market mills in the United States de- 
pending solely on this supply. Our situation, therefore, is repre- 
sentative to a large degree of the plight of the small market mills in 
the United States. 

At the end of the last war it was decided as a matter of national 
wlicy that Europe and various other sections of the world which had 
ico laid waste should be put back on their feet again. This policy 
was directed at stemming the Communist tide across these regions. 
The Marshall plan and later the ECA have poured billions of dollars 
into this project. Let us follow the route of some small section of 
these funds and trace the reaction they have caused. 
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With millions of dollars of this money, paper mills were set in 
operation in Germany, France, Gaocbnehovaki, Italy, England, 
Japan, and in Scandinavia itself. These mills in operation today 
are looking toward the same sources of pulp supply that formerly 
supplied the United States market mills. 

As happens in any highly competitive situation, bidding goes 
higher and higher until one or the other bidder falls by the wayside. 
In the next 5 years it is predicted that Europe including Scandinavia 
will shift from the net exporting operation that it was hitherto to a 
net importing operation. This pulp must come to Europe from 
Canada and the United States. This shift will leave the remaining 
market mills in the United States bidding against each other for the 
available supply, and many will fail to make the grade. 

At the present time we here in the States are regulated by price 
ceilings. A new order momentarily expected will control our prices 
without due regard to the fact that 80 percent of the available raw- 
material supply of ours is not controlled in any manner. While mil- 
lions of dollars have been spent abroad to finance the construction of 
paper mills, not one dollar of the taxpayers’ money has been used to 
insure the future supply of market pulp for the mills of the United 
States. 

No one can contest the rightful place of the market-paper mill in 
the economy of the United States. We all sell paper used in the 
interests of the public health and welfare. We are at present work- 
ing on Government commitments. If some help is not brought to 
our assistance soon, many of the small-market mills without the 
tremendous financial resources to compete in this shortening market 
will be eliminated from the scene. 

To follow the simple cycle of economics involved : 

1. We try to operate through the year and make a profit. 

2. If we are fortunate enough to make profit, we pay taxes. 

3. A substantial wad of this tax money goes abroad and is used to 
build competitors of ours in the world pulp market. 

4. With other financial aid from the United States, they outbid 
us for the available supply. 

5. We finance seven hands of the poker game; I don’t see how we 
‘an Win. 

We agree wholeheartedly with the necessity of putting the world 
on its feet, but if nothing is done to control the effect of the program 
on our own industries who foot the bill, their feet are going to be 
standing on our bodies. Question: Can some international control 
be devised to counter the effect of our generous fiscal policies on our 
own industries‘ That is the $64 question. 

Mr. Mutter. Mr. Hoyt, of the Carrier Corp., will you come 
forward ¢ 


STATEMENT OF F. F. HOYT, REPRESENTING THE CARRIER CORP. 


Mr. Muvrer. Mr. Hayt, will you give the reporter your full name, 
address, and affiliation ? 

Mr. Horr. Fred F. Hoyt, Phoenix, N. Y. I am vice president of 
the Carrier Corp. 
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As I came up here I heard an aside: Do I represent small business ’ 
Well, we have about 3,000 dealers whom I think we can classify as 
small business, and their problems are our problems. 

I would like to preface my statement here by referring to the col- 
loquy that has just been held about price control. I was very much 
interested in the statement made that they know about the problems 
in Washington, and that they are working on them, because we have 
information that a price-control regulation applicable to manufac- 
turers is just about to be released, which is going to do the same thing 
to us. 

It has been announced that a new price-control regulation applicable 
to manufacturers is about to be released. According to advance in- 
formation, this will allow manufacturers to charge the highest prices 
in effect during the second quarter of 1950, plus increases in manu- 
factured costs over average costs during such period, but increases 
in selling and general expenses will not be allowed. 

This means a serious curtailment in earnings. We have calculated 
the increases in cost levels that have taken place in major expense 
items. Here they are: 

Percent 

Salaries and wages g 
Repairs : 

Labor hale 

Materials 

Subcontract work . 
Supplies nteiaiiesiiiilinimsiiinetenn iain 
Catalogs and technical publications en PL MEL OS YR EE SS IPRs RE ARS 
Telephone expense (due to wage increases granted telephone workers) ——_- 15 
Advertising __-~- : benaitd EE OEE ae eee aes 12 
Travel ws nvin nate enithaetellteninaligitiinidiekiginentaiemeietiimeidanisls tae annie an ianitinanieds 17 

The over-all average is an increase of about 10 percent. 

Wage increases granted to production workers are recognized as 
an element of cost which should be reflected in price increases. It is 
not equitable to discriminate by exclusion against increases in wages 
of other personnel simply because they are paid salaries and perform 
such tasks as stenography, communications, record keeping, mainte 
nance and service, engineering, supervision, hiring, and so on. The 
wage and salary policy of Carrier Corp. is to pay wages equal to 
those that prevail in the community for similar work under similar 
conditions. Whenever hourly rates are adjusted, salaries must also 
be adjusted. These should be allowed up to the 10 percent ceiling 
that now exists for wages. 

Costs of office supplies, repair materials, and printed matter have 
risen along with all other prices. It is not equitable to expect that 
manufacturers should absorb such increases any more than they should 
absorb increases in the cost of iron or steel. 

Telephone rates have been increased. It is inequitable to expect 
manufacturers to absorb such increases in office phones. They should 
be allowed just the same as they are if the phones happen to be in 
the factory. 

Advertising rates have been increased. It is inequitable to expect 
manufacturers to absorb such increases. Such a course could only 
lead to attrition in advertising, thereby disrupting a whole segment 
of American industry as well as the entire economic process of dis 
tribution of civilian goods, 
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Increases in expenses incurred in order to expand operation or to 
make savings should be allowed. To fail to do so puts a definite 
brake upon American ingenuity and progress. 

It is recommended that manufacturers be allowed to reflect in price 
increases all proved increases in selling, general, and administrative 
expenses subject to the following limitations: 

Salary increases limited to 10 percent over-all in respect to salary 
levels at June 30, 1950. 

Total expenses limited to 10 percent over-all increase in respect to 
levels existing at June 30, 1950. 

Total selling, general, and administrative expenses limited to a given 
percentage of sales to be determined by industries. 

I would like to ask the representative of the Office of Price Stabiliza- 
tion if this adjustment on prices of individual products by manufac- 
turers is to be made product by product or if it is to be made on an 
over-all basis. 

Mr. Mourer. Mr. McCormick. 

Mr. Leo McCormick. The general over-all manufacturing regu- 
lation which you refer to, as you know, is still unapproved. It is 
felt that that will cover a great majority, or the greater majority, of 
the disclocation or squeeze that is now in existence in the general 
over-all manufacturing industry. It is further contemplated, after 
that is published, that individual industry regulations will be worked 
out, tailored to fit each industry, again taking up and eliminating 
that squeeze; and if there is a further problem existing in an indi- 
vidual establishment, that can be treated individually. It has to 
now be treated by direct contact with Washington. We hope in the 
near future that can be decentralized and sent to the field. 

To answer your specific question as to whether it is to be made 
product by product or made on an over-all basis, fran!*ly we haven't 
reached that point that I know of, and I can’t speak with any author- 
ization on that point today. 

Mr. Hoyt. I wonder if it is in order for me to offer a little advice to 
the Office of Price Stabilization, based on our own situation. 

If it is going to be done on a product-by-product basis, here is 
what we would have to do: We operate on a standard cost system, 
as do many manufacturers, in order to save the costs of clerical work; 
and we do not keep a record of actual costs. If we were forced to 
find the average cost that we paid during the second quarter of 1950, 
which is the base period, we would have to reexamine 100,000 invoices 
covering 40,000 parts and kinds of material and recompute the cost 
of every piece of our product on some 2,000 products. We would have 
to repeat that operation in order to find out what our current actual 
cost was, and then we would have to repeat it again every time there 
was a wave of roll-backs. 

As for labor, standard piece costs have been set up in our shop on 
each operation, on each assembly step, and we would have to deter- 
mine the actual labor cost during the second quarter of 1950, and 
that takes in 13 pay periods on literally hundreds or thousands of 
individual operations, and the current actual costs would have to be 
compiled in the same manner. Our cost department estimates that 
job would take 5 years. So please, can we have an over-all basis? 

I would just like to comment on Mr. McCormick’s statement. We 
have had evidence here this afternoon of how one industry has been 
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hurt by not being able to maintain their mark-up. I am talking 
about the same thing. I think our price increases ought to cover 
increases in general selling expenses. I think they have to. I don’t 
think it is equitable to ask us, one by one, to go to the Office of Price 
Stabilization, whether it is in Washington or Syracuse, and present 
our story and wait for what is going to happen. We will all go 
broke before that happens. All the small businesses will just nat- 
urally fall in the hands of the big-business man. 

In our particular case—and I only commented about the basic in- 
creases in ordinary expenses—we have had other increases. A large 
part of it had to do with keeping part of our business under Govern- 
ment regulations; and in our particular case selling and general 
expenses for those two reasons have gone up $1,500,000 since June 30, 
1950; and that represents, gentlemen, one-fourth of our net profit 
before taxes for the entire year. I don’t believe any thinking man 
expects industry to absorb that burden and stay in business. 

Mr. Mutrer. Are there any questions ¢ 

Mr. McKinnon. I would like to say, Mr. Hoyt, on some of the 
costs I think there is a good place where you can take up the slack. 
On advertising, for instance, where the rates go up 10 percent, you can 
reduce the space 10 percent instead of adding it up to the cost of the 
product. 

We are in complete sympathy with you on the fact that you can’t 
determine costs on every one of your products and do an intelligent 
production job. Once in a while you want to transfer the emphasis 
on how you do business. Maybe you can integrate the costs of your 
»roduction department into the costs of the sales department, the 
accounting department, or some department like that. Then I think 
vigid freezing would be very inequitable, and I hope we get some 
relief on that line. Ido say you just can’t pass all that cost along, be- 
cause if you do we will have no end to the spiral. 

Mr. Hoyr. First let me say, being a financial man, I have already 
cut out all the things I can out of the advertising budget, but if I 
knew where to cut out any more I would. That reminds me of a state- 
ment that a prominent businessman, our customer, made about adver- 
tising. He said he was convinced half of his advertising expense 
was wasted but he did not know which half. 

Mr. McKinnon. We are only talking about 10 percent here. 

Mr. Mvuurer. What is your suggestion as to how your industry ought 
to be treated ? 

Mr. Hoyr. I covered that in my statement, sir. I believe we should 
be allowed increases in selling and general expenses—that is, proved 
increases—and I am willing to subscribe to the proposition that the 
wage increases should fit the restrictions on hourly wages, which is at 
the present time a 10-percent increase over the levels which existed 
at June 30, 1950; and, according to the limitations I indicated here, 
an over-all 10-percent increase on selling expenses would be equitable. 
However, that is over all, and it might not fit all the industries, and | 
think i¢ is practical to work out a ceiling industry by industry. 

Mr. Mvvrer. When you started, I thought you would try to make 
out a case for your dealers, but I believe you tried to make out a case 
for your company. ) 

Mr. Hoyr. That is right, and it is also a case for the dealers. 
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Mr. Muurer. Your general administrative expenses include 
$1,000,000 for executive salaries, and you are going to increase that 
to $2,000,000 and add that to the cost of the product. I am not sympa- 
thetic to your case, talking as one member of the committee. 

Mr. Hoyr. I think that is an unfair example. 

Mr. Mutter. I am not talking about your company alone, but if any 
company can do just that and 1f the principle you advocate would be 
put into effect, that would all be passed on to the ultimate consumer ; 
isn’t that so? 

Mr. Hoyr. In the first place I advocate 10 percent limit on all the 
salaries, and that includes a limit on the executive salaries. 

Mr. Muurer. The stockholders do not fix the limit on executive sal- 
aries in any big company. 

Mr. Hoyt. They have a right to do that, and they do it. 

Mr. Muurer. They have no right to do that. 

Mr. Hoyt. I question that, sir. 

Mr. Murer. They have no right to do that in any large company 
where the stockholders are not members of the board of directors, 
and I am now talking about the stock on the market that is held 
by the general public. They do not participate in the fixing of execu- 
tive salaries, and they do not havea right to do that. 

Mr. Hoyv. I think, sir, you are wrong and you are making an as- 
sertion here which beclouds the presentation, for this reason: The 
higher up you go in the salary scale, the less and less people have 
been able to keep up with the increased cost of living. They have 
suffered. Their salaries have got to be increased just like anybody 
else’s if they are going to live and take their place in the community. 

Mr. Murer. There is no point in increasing the big salaries if 
they are going to take it all away in taxes, and it is the big fellows 
who are complaining about having it taken away in taxes. 

_ Mr. Hoyr, I hope you do not take it all away in taxes; I hope that 
Is not coming. 

Mr. Muurer. Thank you, Mr. Hoyt. 

Mr. McCormick. Mr. Chairman. 

Mr. Murer. Yes, Mr. McCormick. 

Mr. McCormick. Mr, Hoyt, have these figures and your recom- 
mendations been submitted to us? ; 

Mr. Hoyr. They have not. I will be glad to give you a copy right 
here. ' 

Mr. McCormick. I certainly appreciate that. Thank you very 
much. ; : 

Mr. Murrer. May I suggest to Mr. Hoyt that you do present your 
specific problem, either industry-wide or on behalf of the company, 
to the Office of Price Stabilization. I don’t think it is fair for this 
committee to go to the Office of Price Stabilization or any other 
agency and ask them, “What will you do about a particular situa- 
tion?” which they haven't already acted upon. I think they ought 
to be given a chance to study the problem before a congressional 
committee is asked to alleviate what the Office of Price Stabilization 
has been asked to do. 

Mr. Horr. That goes without saying. 

Mr. Mourer. Mr. Suskind. 
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STATEMENT OF PHILIP SUSKIND, REPRESENTING THE SUNDURE 
PAINT CO. 


Mr. Mutter. Will you give the reporter your full name, address, 
and affiliation, Mr. Suskind # 

Mr. Susxrnp. Philip Suskind, 416 Salt Springs Road, Syracuse. 
I am representing the Sundure Paint Co. 

Mr. Mutrr:. Proceed, Mr. Suskind. 

Mr. Suskinv. My problem is figuring Government and Federal 
bids. It seems to me, as a small manufacturer, you would put in a 
raw cost plus a given mark-up for labor and profit, and from watching 
the bids and seeing the schedules given out the Government would 
award the bid at lower than raw cost regardless of quantity. It 
seems that this has prevailed for quite a while, and last year there 
were 12 manufacturers that were caught for giving a short gallon 
of paint and not living up to specifications. 

I have been brought up with the assumption—in fact was tanght 
by my dad—never to buy a bargain. Why does the Government in- 
sist on buying a bargain? You would think with all the statisticians 
and facts and figures available to the Government they would buy 
in for what they think it is worth. 

I don’t know if I have gotten the thing across. With various 
facts at the office as to what has transpired, it is a known fact among 
the industry, even the large manufacturers avoid figuring bids be- 
cause they would be given to some unscrupulous organizations, and 
given to them at lower than actual cost of raw materials. Now | 
am not talking about complicated bids. 

Mr. Movrer. Then what happens after they get the contract at 
less than cost? Do they fill the contract ? 

Mr. Susxrinp. They fill it, but after several years of this opera 
tion going into effect it took the Government only to last year to get 
the 12 different manufacturers, one giving a short gallon, maybe 
a half a pint less or a pint less, and several not living up to specifi- 
cations. You would think that the Government would know that 
they are not buying any bargain. 

Then for the last 6 months they have been asking us to figure on 
bids without an escalator clause, with no protection on raw-materials 
cost. 

Mr. Muurer. Are these negotiated contracts that you are speaking 
about ¢ 

Mr. Susxrnp. No; they are not negotiated contracts. 

Mr. Muurer. They are competitive bids? 

Mr. Susxrinp. They are competitive bids. 

Mr. Muvrer. Can you get up for us a compilation of the contracts 
that have been awarded at less than cost ? 

Mr. Suskrinp. J have got one instance in my files in the office. 

Mr. Murer. Will you.send it to us? 

Mr. Susxrnp. I will be glad to. 

Mr. Mutrer. Will you include the name of the industry and the 
names and addresses of the individual companies,’ the amount and 
description of the contracts, the number, if possible, of the contracts. 
of the awards that have been made at less than cost ? 
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Mr. Susxrnp. Yes; I will be glad to. 

Mr. Mutrer. Somebody is going to be gypped somewhere along 
the line. 

Mr. Susxrnp. Lhut is what I figure. You would think, with all 
the statisticians they have, that they would know that. Why do they 
let the bid go out ¢ 

Mr. Muurer. [ con't think the Government wants to operate on the 
theory that someone wants to make money because the volume is such 
that be can sell it at less than cost. 

Mr. Suskrinp. That is right. Also I get a kick out of the fact the 
Government asks you what do you charge at 2 percent 10 days, and 
20 days, or 30 days. I have been given that on two contracts in the 
last war and they never lived up to the discount dates, so I decided 
not to give them any discount dates. I was told by a competitor the 
smart thing to do is to charge back to the Government for unearned 
discount, and he has collected on it. 

Mr. Muurer. There is no reason why the Government should get a 
trade discount when the seller does not get cash on delivery. 

Mr. Suskinp. That is right. 

Mr. Muvrer. That is what you mean by unearned discount? 

Mr. Suskinp. ‘That is right. 

Mr. Muvrer. If the Government is going to take 4 months to pay 
some of the fellows, as one man told us this morning, it is not entitled 
to a discount. 

Mr. Susxinp. No; and the Government should be charged for that 
unearned discount. 

Mr. Mutrer. That is correct. 

Mr. McKinnon. Even if they take 3 or 4 months to pay they still 
take a discount ¢ 

Mr. Susxinp. ‘That is correct. 

Mr. Mutter. I agree with your concern about that. 

Mr. Suskrnp. As a citizen and not as a manufacturer—I don’t know 
if Iam out of order—I weuld suggest something on the line of budgets. 
You know the Government has got to work on budgets. You know 
the Government officials, the city officials, and various other organiza- 
tions work on budgets. I feel, as a businessman, if there was an 
incentive plan for the various people in charge of budgets if every- 
thing they saved would revert back to them in some percentages, they 
would not be ripping up the linoleum and selling office desks to keep 
the budgets intact. That not only goes for the Government but it 
even applies to organizations, so they keep an pyramiding the budgets. 
They are afraid if they cut back the budget that the next year it is 
going to be cut back more. There is no incentive for them to save 
on the budgets. 

Mr. Murer. Thank you very much. 

Mr. Cately. 


STATEMENT OF PALMER W. CATELY, PURCHASING AGENT, 
ONONDAGA SUPPLY CO., INC. 


Mr. Mutrer. Your full name, address, and affiliation, please. 
Mr. Carvery. Palmer W. Cately, of the Onondaga Supply Co., Inc., 
344 West Genesee Street, Syracuse, N. Y. 
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I have just a short letter that I wrote to the Congressmen inowhnch 
I wrote: 

Dear CONGRESSMAN: Reference your letter of April 11, 1951, in regard to prob- 
lems of small business related to the national emergency, we wish to state in rela- 
tion to the general price freeze that we, as a wholesale distributor of automotive 
and industrial products, find that some manufacturers of our products raised 
their price to us in the later part of the base period, namely December 1, 1950, 
to January 25, 1951, but such price raise announcement was not received until 
after the end of the base period. We having the policy of not increasing our 
prices to our customers until we receive material that warrants the increased 
price. Therefore, we as a wholesale distributor, not having sold any of the 
raised commodities at the new higher price during the base period have had to 
absorb this price raise. 

We understand there has been some thought given in regard to this problem 
by the Office of Price Administration, but as yet no definite ruling has been 
made to relieve us of this problem. 

Mr. Murer. Are there any pea ah 

Mr. McKinnon. Have you gone to the OPS office here in town, Mr. 
Cately ? 

Mr. Carery. We have not. 

Mr. McKinnon. That would be your first step, it seems to me, to 
take it up with the local OPS office and put in a petition for individual 
hardship. Isn’t that right, Mr. MeCormick ? 

Mr. McCormick. I would suggest that, and also an individual regu- 
lation would probably be the answer in this case. 

Mr. McKinnon. As far as he is concerned at the present time, the 
first step he should take is to go to the local OPS office and petition to 
you? 

Mr. McCormick. That is right. 

Mr. Muvrer. Here in Syracuse? 

Mr. McCormick. That is right. 

Mr. Murer. If you present your case there I am sure they will 
be of assistance to you. 

Mr. Carey. I called the local OPS office in regard to this ques- 
tion and I was told that approximately May 1 the wholesalers were 
going to be given some relief in that respect, but I have heard nothing 
offic ially further than just that telephone conversation. 

Mr. McCormick. May I suggest, sir, to formulate a petition for re- 
lief and sending it in to the local office. 

Mr. Murer. In other words, sending a letter to the local office 
presenting your precise case to them. If you run into any delay in 
having your petition processed you can contact Congressman Riehl- 
man or the House Small Business Committee in Was shington and we 
will follow it through for you. 

Mr. Carery. Do you want concrete examples of that ? 

Mr. Muurer. Yes, please. 

Mr. Carery. Thank you. 

Mr. Muvrer. Thank you, sir. 

Now, for the information of those of you who may be interested in 
procuring a copy of the transcript of this hearing that is being con- 
ducted here today, it is available by contacting Ward & Paul, 1760 
Pennsylvania Avenue, Washington, D. C. The copy is sold at 25 
cents per page. This is not a Government charge, this is a private 
agency that is permitted to make that charge for making the tran 
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script available to anybody that wants them. That is Ward & Paul, 
1760 Pennsylvania Avenue, Washington, D. C. 

Before we conclude we want to inquire whether or not there is any 
representative of the Government who would care to make any com- 
ments at this time? 

Captain Randolph ? 

Captain Ranpotru. Yes, Mr. Chairman, I would like to tell the 
people here at this meeting that the Office of Small Business, Muni- 
tions Board, Defense Department, has general procurement informa- 
tion available for you. We certainly hope you will contact us with any 
problems you have on procurement, as far as the Defense Department 
is concerned. 

Mr. Murer. You may contact them by writing or by visiting the 
Office of Small Business in the Munitions Board, Defense Department, 
in the Pentagon Building in Washington. You can write them, and 
they will be glad to give you any information that you cannot get 
locally. 

Mr. Witu1am T. McCormick. I am William McCormick, Deputy 
Special Assistant to the Administrator for Small Business, Economic 
Cooperation Administration. 

Mr. Chairman and members of the committee, I think, for the bene- 
fit of the businessmen here, I would like to make a brief statement 
with respect to ECA’s operations, and particularly the service to 
small business. Unlike my colleagues here, the other Government 
representatives, we deal particularly with the foreign-aid aspects of 
the Marshall plan, the Mutual Defense Assistance Pact, and southeast 
Asian programs. ‘The Economic Cooperation Administration has 
the responsibility of administering these three programs. 

Now with respect to the Foreign Assistance Act, which is com- 
monly known as the Marshall plan, and the Mutual Defense Assist- 
ance Pact, which is the economic arm of the North Atlantic Treaty 
Organization, these particular programs go through the normal 
channels of trade in following the congressional mandate, that we 
observe to the maximum extent possible. “In the normal channels 
of trade” means the American exporter will have to deal directly 
with and conclude his arrangements with the foreign importers in 
these particular countries. However, since the Korean situation the 
southeast Asian programs adjacent to Korea, including Formosa, 
Indonesia, Thailand, have gone through the General Services Admin- 
istration, because of the inability to establish what we call the normal 
commercial channels. 

The Congress, in reconsidering the Foreign Assistance Act in 1949, 
decided to take steps to insure small business’ participation in these 
foreign-aid programs. Recognizing the fact, however, that ECA was 
not a procurement agency, they directed Mr. Paul Hoffman’s at that 
time, to the extent possible, to help the small businesses to participate 
in these programs. He established an Office of Small Business, and 
through the concerted action of the missions overseas we have been 
receiving useful defense information, and I am happy to report that 
the manufacturers right in this area have participated in ECA financ- 
ing the program. We have used the Department of Commerce field 
oflices as the principal disseminating agencies throughout the coun- 
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try of the information received by .the Office of Small Business in 
Washington. 

However, realizing that they, too, are limited with respect to the 
grass roots we established, at no expense to the American taxpayer, 
what we call the Field Counseling Service throughout the U nited 
States wherein we requested the assistance of bankers and representa- 
tives of trade associations to become field counselors to disseminate 
this information. Today I ean report some 750 field counselors are 
actively engaged in receiving information from our office and dis- 
seminating it to the small-business communities within their areas. 

I would like to emphasize once again we are not a procurement 
agency. We do not let contracts as such, A small segment of our 
foreign-aid programs is, however, administered by the General Serv 
ices Administration, and if anyone is interested in participating in 
the southeast Asian programs, they may address their inquiries to 
the General Services Administration, Seventh and D Streets SE.., 
VW ashington, 1). ( 

Now with respect to these other programs that are mentioned, that 
are following the normal channels of trade, I would like to say our 
office is ready and willing and able to put any small- or intermediate 
business man on our mailing list to receive up-to-date directories pub- 
lished in foreign countries with respect to importers who are inter 
ested in doing business with the American small-business enterprises. 

The Congress, in passing our mandate, directed us to make avail- 
able to small business information far enough in advance to be able 
to participate. In addition, they ask us to make available the names 
and capabilities of American small-business enterprises to the foreign 
importers. We did that also at no expense to the American taxpayers 
by having published overseas a directory of some 15,000 American 
small-business concerns. This directory was published with counter 
part funds, which is a particular segment of funds set aside by the par 
ticipating countries for administrative purposes, in London, and has 
been distributed through every participating country in Europe. It 
has been favorably received and we have had favorable comment 
from American small-business concerns who had actually been con- 
tacted as the result of this dissemination. 

I could go on for sometime, Mr. Chairman. In closing, I would 
like to mention one other service that we have found very beneficial 
to American small business. Because of the shortage of the dollar, 
so to speak, American small business, to an extent, wo been pre- 
cluded from these programs. But the Congress last year, in recon- 
sidering the Foreign Assistance Act, dec ided to mel ese the pro- 
visions of the guaranteé program to permit the investment in what 
we call intangibles. It is possible now for American concerns, any 
one among you who has potential cash, to work out some very fine 
agreement with, let us say, a person in the United Kingdom, to man- 
ufacture that product abroad, and provided you have an ECA guar 
anteed contract prior to the consummation of that agreement, we will 
guarantee you dollar convertibility on the sale of that product abroad. 
So it amounts to this: If you can export why don’t you m: anufac ture 
abroad and participate in our programs ¢ 

Mr. Rreutman. Will you explain how they can get on your mailing 
list ¢ 
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Mr. Wiiu1am T. McCormick. Yes. They can get on our mailing 
list by directing an inquiry to me personally at the Office of Small 
Business, 800 Connecticut Avenue, Washington, D.C. 

Mr. Mutrer. Thank you, Mr. McCormick. 

Mr. Rowe, of General Services Administration, is there anything 
you wish to add at this time? 

Mr. Rowe. I only wish to state since Mr. MeCormick gave you our 
address in Washington I do not want you to be misled in thinking 
that GSA doesn’t have a procurement office in New York. There is 
a procurement office at 250 Hudson Street where we are procuring 
material for the use of other Government agencies, and 1 am quite 
sure if you write to them they will gladly put you on their mailing 
list and perhaps assist you in getting the business that you need. 

Mr. Mutrer. Mr. Leo H. McCormick, assistant to the Administra- 
tor, Office of Price Stabilization, in Washington. 

Mr. Leo H. McCormick. Mr. Chairman, it is a privilege for the 
Office of Price Stabilization to be represented here today, to partici- 
pate and to address you folks in the business community of Syracuse. 

I would like to point out that our Office, as you know, is 10 weeks 
old. We have during that time fashioned and put into effect 19 regu- 
lations for price control. 

The attitude of the Office, from the Director down, who was a small- 
business man and understands the problems of the small-business man, 
is to give every consideration to the problems of small business. 

Now, the effort to freeze prices was put in, as you know, on January 
26. It had to be done to halt the continuous increase in prices post- 
Korea. Since then every effort humanly possible has been made to 
develop individual regulations, to relieve the squeezes and pressures 
on some businesses because of such a complex regulation. That work 
is going forward with every effort. 

Now, as far as results are concerned, ladies and gentlemen, I point 
to the latest up-to-date Bureau of Labor Statistics index, the 28-spot 
commodity index, which shows from the middle of March a softening 
or a halt, or a slight decrease. The 11-foods spot index shows the 
same thing. The 16-raw-industrial-materials index shows the same 
thing. 

This Office is already operating some 90 offices throughout the coun- 
try and territories that are now manned with directors, which we hope 
to develop and to bring better service to you people locally. We do 
not take credit for this. We feel we have contributed in many other 
factors. But the forward climb of prices has been stopped with the 
cooperation of the consumers and the splendid business people of the 
country, and we hope to continue to hold this position in the situation. 

Mr. Mouvrer. Thank you, Mr. McCormick. 

We have a request from Mr. Siegel to be heard at this time. 


STATEMENT OF R. M. SIEGEL, OWNER OF A RADIO SHOP IN 
SYRACUSE, N. Y. 


Mr. Mutter. What is your name and address, sir? 

Mr. Siecer. R. M. Siegel, 306 James Street, Syracuse, N. Y. 

Mr. Mutter. What is your problem ? 

Mr. Siecex. I would like to know what constitutes small business, 
in what sense of the word is small business. 
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Mr. Mutter. Suppose you tell us what your business is and we will 
tell you whether you are a small business. I think that is a better 
way to do it. 

Mr. Srecer. I am the sole owner of a radio shop, doing repairs, 
selling merchandise. I do not have anybody else working for me. 
I am trying to gradually work my way up in the community, 

Mr. Muurer. You are a small business, and you will continue to be 
small business until you are employing 501 people. 

Mr. Srecet. That is exactly what I want to know. In other words, 
this meeting don’t fit in with me. 

Mr. Mutrer. Yes; it does. You are small business. 

Mr. Srecet. We have more or less been told we are the backbone of 
the Nation, but we generally grow into bigger business. 

Mr. Mutrer. If you have a problem, we would be glad to hear it. 

Mr. Srecet. I would like to build this business up a little bigger than 
I have it right now. How could I borrow money, say, of several thou- 
sand dollars to build this business up, to get a little bigger than what I 
am now ¢ 

Mr. Muvrer. Have you gone to your bank? 

Mr. Stecet. Yes, I am able to borrow some, but not enough to make 
an alteration which would require several thousand dollars. 

Mr. Mutrer. Have you applied to the RFC? 

Mr. Srecex. I have not. Can 1 go to those people? 

Mr. Mutrer. Yes. Mr. O'Donnell, before he left here, made that 
precise statement. The RFC is still operating, and anyone who thinks 
he can comply with the regulations and who cannot get any finances 
from a private bank, should contact the RFC at 44 Pine Street, New 
York City. If you present your problem to them they will advise you 
whether you can qualify, and, if so, they will send a man to inspect 
your plant and try to help you. 

Mr. Stecet. I am considered a bad risk, as I have been told, and I do 
not understand what they mean by “bad risk.” 

Mr. Muvrer. The RFC told you that? 

Mr. Srecen. I was told by several people. 

Mr. Muvrer. We are not concerned with what anybody tells you. 
If your bank tells you they will not lend you money then you can qual- 
ify for an RFC loan, if you can show that you have plenty of security 
to back up the loan and if your business is a business that will repay 
the loan. We are not interested in you telling us who told it to you. 
There are three places that you can get loans. You can get it privately, 
you can get it from a bank, or you can get it from the RFC, and if 
and when the Smaller War Plants Corporation is reactivated, you 
may be able to get it there. 

Have we answere your question, Mr. Siegel ? 

Mr. Stecen. Yes. There are a lot of things I would like to bring 
up, but I don’t suppose you have time. 

Mr. Mut rer. Is there anyone else that we have overlooked ? 
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STATEMENT OF IRVING BALL, BUILDING SUPPLIES BUSINESS, 
SYRACUSE, N. Y. 


Mr. Batu. My name is Irving Ball, 551 East Brighton, Syracuse, 
pita A 

Mr. Mvtrer. Will you tell us what your problem is? 

Mr. Batt. I am in the building supplies business and we do 75 
percent of our business on credit. I started on a shoestring basis 
and I am still on a shoestring basis. I started when I was under age 
19. I was never able to get a sufficient amount of money to back me. 
First there was the reason that I was under age, and when I came of age 
I did not have any credit rating, and after that I have never been able 
to get any bid jobs because of my lack of financial backing. I would 
like to know where I can get money to take on the big jobs. There is 
a lot of jobs I have taken on, that I started, and then I have to go to 
the bigger companies, the bigger corporations, and buy from them, 
where I ordinarily would buy direct. Since I haven't got enough 
money for carload lots I have to buy from these other companies. 

Mr. Mutrer, Are any of these contracts Government contracts ? 

Mr. Bauu. The building industry sublets contracts, and when I try 
to work on several contracts maybe my bill would run up to about two 
or three or four or five thousand dollars, and then I have to wait 30 
days; and if I have 5 or 10 customers like that, it ties up a lot of 
money. Ordinarily I have to give up the job. 

Mr. Murer. Won't your bank finance you ? 

Mr. Baty. They will not right now because I am of draft age. They 
will not loan me because I am only 23, and I have something the matter 
with me right there. 

Mr. Moutrer. I suggest you submit your problem to the RFC, 44 
Pine Street, New York City. If you do any Government work, you 
can go to the prime contractor and he has the right to get advances 
for you to help you carry your contracts. You can get advances on 
his contract from the Government to help you carry your contracts. 

Mr. Bauu. I have also got How To Help Small Business Financially, 
a booklet that the Government puts out. I also tried them, but they 
would not go into a different territory. 

Mr. Muurer. You try the RFC, and also ask your contractors who 
give you the contracts to apply for advance payment for you. They 
can do that. 

Mr. Baz. Thank you. 

Mr. Motrer. I will ask the reporter to mark as exhibits the addi- 
tional statements submitted to us. 

(The letters submitted appear in the appendix as exhibits E to K, 
inclusive. ) 

Mr. Mucrer. Ladies and gentlemen, I want again to take this oppor- 
tunity to thank all of those participating in making these facilities 
available to us and helping arrange this meeting. I hope it has been 
productive and helpful to you. I know it has been productive to the 
committee. Iam sorry Congressman Hill and Mr. Dalmas, our execu- 
tive director, had to leave before we concluded, but on behalf of Con- 
gressman McKinnon and Congressman Riehlman and myself I want 
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to say thanks for the opportunity of coming here and listening to your 
statements, which I think are typical of American enterprise through- 
out this community and in the country. 

If we can be helpful to you, do not fail to communicate with us. 
Bear in mind, as I said in the opening, these representatives of Gov- 
ernment are here to serve. Please do not call on them with a chip 
on your shoulders. They want to help you. Give them an oppor- 
tunity to do it, and I am sure they will. 

As I said before, anyone who has come in here with any complaint 
can be sure there will be no reprisals because of any complaint, and 
there will be none leveled against anybody else who may communicate 
directly with the committee in Washington and submit to us any of 
their difficulties. 

Thank you again for having been here, and we will now declare 
this meeting adjourned. 

(Whereupon, at 4:55 p. m., the meeting adjourned to reconvene 
in Brooklyn, N. Y., April 18, 1951, 10 a. m., in the Borough Hall.) 











PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, APRIL 18, 1951 


House or Representatives, 
SuspcomMitree No. | or THE 
Seiect CoMMITTEE ON SMALL Business, 
Brooklyn, N. Y. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 21, 
Borough Hall, Brooklyn, N. Y., Hon. Abraham J. Multer of New 
York, presiding. 

Present : Representatives Multer (presiding) ; Clinton D. McKin- 
non, of California; and R. Walter Riehlman of New York. 

Also present: Victor P. Dalmas, executive director of the select 
committee; Duncan Clark, of the staff. 

Present representing Federal agencies: Leo H. McCormick, assist- 
ant to the Director, James G. Lyons, regional director, and Jerome 
J. Karpf, regional office No. 2, Office of Price Stabilization; John S. 
Bartlett, field representative, National Production Authority, Depart- 
ment of Commerce; Capt. Margaret L. Randolph and Paul Griffin, 
Office of Small Business, Munitions Board, Department of Defense; 
Brig yr. Gen. Arthur Thomas, Eastern Air Procurement District, 
US SAF: Walter Downey, regional director, and T. Rowe, staff counsel, 
General Services Administration ; and Walter J. O’Donnell, manager, 
Office of Small Business, Reconstruction Finance Corporation. 

Mr. Murer. The hearing will please come to order. 

Ladies and gentlemen, I regret that there has been some delay in 
getting started this morning, but with your cooperation we will make 
up for the loss of time. 

Iam sorry that Congressman Mike Mansfield, of Montana, could not 
be with us today on account of illness, and unfortunately Congress- 
man Walter Riehlman, who was coming down from Syracuse had 
his plane time advanced without his being notified, with the result 
that he cannot get here much before 11 o’clock. I am very glad Con- 
sg Clinton McKinnon, of San Diego, Calif., is with us, and 
1as been with us on this tour that this committee has been making. 

I am sure that we will be able to do something for small business in 
Brooklyn before we leave here at the conclusion of these hearings 
today. 

Let me tell you briefly that this House Small Business Committee is 
one of those rarities in Congress known not as a bipartisan commit- 
tee but as a nonpartisan committee. This committee approaches the 
problems of small business with the view of solving them for all free 
enterprises in this country, in order to best advance the economy 
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in free America. There is no bipartisanship in this committee in its 
approach to any of the problems. That is best evidenced by the fact 
that, among other things, the committee has unanimously sponsored 
a bill for the reactivation of what is known as the Smaller War Plants 
Corporation during World War II, the purpose of which is to 4 
small business to take prime contracts, then let them out to small 
business, to make loans to small business and help them to expand 
their businesses so they can do a real job in the defense effort. 

We want you men who represent induat ry in this area to tell us your 
sroblems. We promise you no contracts, we promise you no materials, 
but we will try to help you get the information and know-how so you 
can get it. 

We have represented here today all the Government agencies that 
can be of assistance to you, and we know, from the cooperation we 
have had from them throughout the country, that they want to help 
you, if they understand your problems. 

At this time I think it would be wise that we introduce them to you. 
We have with us Leo H. McCormick, who is the assistant to Mr. 
DiSalle, the Director of the Office of Price Stabilization, Washington. 
With Mr. MeCormick we have our own regional director, James G. 
Lyons, here, of the Office of Price Stabilization. Then we have Mr. 
John S. Bartlett of the Department of Commerce, National Produc- 
tion Administration. Then we have Mr. Paul Griffin of the Office of 
Small Business of the Department of Defense, Washington, and we 
have Capt. Margaret Randolph of the same office. Then we have 
General Thomas, who is in charge of the Air Force procurement office 
in this area and who has gained fame for himself because of his now 
nationally famous Thomas plan, which he will tell you about later. 
Then we have our very good friend Walter Downey, who is in charge 
of the New York, New Jersey, and Pennsylvania area of General 
Services Administration, and he has with him Mr. Rowe of his office. 
Then we have Mr. Walter O'Donnell of the RFC, at 44 Pine Street. 
That covers all of the State of New York. 

Then we have Mr. Dalmas, the executive director of the staff of the 
Smal! Business Committee. 

Then we have, of course not on the committee but for the committee 
our genial borough president, who needs no introduction to you, but 
who will make some introductory remarks. : 

The Honorable John Cashmore. 


STATEMENT OF HON. JOHN CASHMORE, PRESIDENT, BOROUGH OF 
BROOKLYN 


Mr. Casnmore. Mr. Chairman. 

Mr. Muurer. Mr. President. 

Mr. Casumore. Mr. Chairman and members of the committee and 
rentlemen, I realize that your time this morning is not only limited 
but very valuable; therefore, I am going to be as brief as it is possible 
to be. 

First, I want to extend to you an official welcome to the borough, 
and a personal welcome on my behalf, and also for the small-business 
men of our community. < 

I know it has been said at various times—and fortunately by people 
who do not know Brooklyn—that this is just a baseball town, or they 
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think of us by thinking of Coney Island, or the Botanic Gardens, and 
our highways, but that is not quite true. We have here in the Borough 
of Brooklyn 3,000,000 people. During World War II, in our navy 
yard alone, we built some of the largest battleships that this country 
possesses, including the battleship J/issouri. During World War II 
we sent 326,000 of our sons and daughters te the Armed Forces. ‘That 
is more boys and girls than were sent by 39 States in the Union. Only 
nine States in the Union bought more war bonds than the Borough of 
Brooklyn. We have probably the largest waterfront that exists tod: ay 
in the United States. 

Our businesses and industries, while some of them are very large 
and are over 100 years old, we have small businesses here running into 
the thousands; as a matter of fact, it is over 7,500. 

We won more Army and Navy E awards—over 70—twice as many 
as any other community in the United States. 

We realize, and as you gentlemen from Washington know, we have 
nine Congressmen down there. If we had elected one more we would 
have all gone to jail. But I do say this, our men are intensely inter- 
ested in our borough. 

We want to first congratulate you on the great job that we believe 
you are doing. As I said, your time is limited and you are only going 
to be with us 1 day. The small business in this community has ‘often 

asked for an opportunity to be heard. They want to participate in 

this great war effort, they want some counsel and advice on how 
they can expand. They also want to get into the contracts of the 
Government and the subcontracting work, and when they want to 
expand they probably will need additional financial help. 

We have the greatest chamber of commerce we believe in the country 
right here in Brookly n, and it is headed by great men. ‘This morning 
they are going to present their case to you. This department is devoted 
to the small-business men. 

Mr. Burbank, who is the president of our Brooklyn Chamber of 
Commerce, has brought here this morning just a few of our business- 
men, and on their behalf I want to say we are grateful for the oppor- 
tunity of expressing to you our appreciation for coming, because we 
want to participate in this great war effort. We want to do everything 
we can for our country. We are not selfish when we ask to be per- 
mitted to do all these things. We are real businessmen from the word 
“oo.” 

I will not take up any more of your time, but I do want to say this 
to you: While you are here we hope your stay is helpful, pleasant, 
and productive. 

Thank you again for coming. I know of the great work you have 
done in the 21 States you have visited, so in behalf of the 3,000,000 
people—and these are the people that pay all the bills—I want to 
thank you very, very much. 

Mr. McKinnon. You know, Mr. President, I just can’t let a speech 
like that go by. Iam from California, and we have quite a few things 
there, too, but I notice quite a difference between your speech and the 
speech I always hear from the boys in California. The boys in Cali- 
fornia always talk about things they expect to do, and you talk about 
things you actually have done. 
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Mr. CasHmore. But we did not do so good yesterday, Congressman, 
we lost 5 to 2. 

Mr. McKrynon. I'll tell you if you had the nine Congressmen you 
mentioned on the team you would have won. You have the greatest 
bunch of Congressmen that I have ever seen. I always wanted to come 
down to Brooklyn, to see where the Congressmen from Brooklyn came 
from, because they have sure done a very good job. If you had them 
on your ball team you would have won the game. 

Mr. Casumore. Thank you very much. 

Mr. Muvrer. Mr. President, on behalf of the committee I want to 
thank you for making these facilities available to us. I want to 
publicly express our gratitude to the Brooklyn Chamber of Com- 
merce and its officials for the fine cooperation that they have given 
us in helping us arrange this meeting. 

I overlooked, in introducing the members present, Mr. Duncan 
Clark, who sits by Congressman McKinnon and who is also a member 
of our staff and has been very helpful to the Committee on Small 
Business. 

I think we ought to start the proceeding by asking Mr. Russell Bur- 
bank, the president of the Brooklyn Chamber of Commerce, to say a 
word. to us, and to present some of the witnesses who are to talk on 
behalf of small business and tell us their problems. 

I think it would be well if we give you some idea of what we think 
small business is. It is one of the questions we are constantly asked, 
and the answer that we give is that small business is a descriptive 
term which includes all smaller independent businesses, particularly 
local enterprises, in all fields of business endeavor. In some industries 
there is no small business, but a realistic definition of the term neces- 
sarily classifies small business in accordance with the peculiarities of 
the particular industry, so it will vary from one industry to another. 
We assume that all of you who are here believe that you are small busi- 
ness or represent small business. Small or big in your own minds, we 
want to hear your problems, and we want the opportunity to help you 
solve them. 

Now, with that preliminary statement—and I do not have to tell 
anybody who is affiliated with the Brooklyn Chamber of Commerce 
that we, in Brooklyn, know that small business is the backbone of free 
enterprise in this country—I think we are ready for our witnesses. 

Mr. Burbank. 


STATEMENT OF RUSSELL BURBANK, PRESIDENT, BROOKLYN 
CHAMBER OF COMMERCE 


Mr. Bursank. Mr. Chairman, Congressman McKinnon, and cer- 
tainly my friend John Cashmore, because I believe that his particular 
interest precipitates many of the activities that Congress and others 
do have in the borough, at the outset let me say on behalf of the Brook- 
lyn Chamber of Commerce and the manufacturing industry in this 
borough that we appreciate the opportunity to present facts concern- 
ing present conditions affecting our manufacturing industry. I know 
that the members of the committee are chiefly interested in -factual 
information upon which to base recommendations for improved leg- 
islation and upon which to make suggestions to the administrative 
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agencies applying national policies and laws. We hope to be able to 
assist the committee in this important work. 

Every interest involved has a common goal. We all must try to 
find a way in which America can avail itself of the tremendous pro- 
ductive potential which is this country’s unique source of strength in 
national emergency. It is in our ability to fight hard at the battle- 
front and on the production front that we have the capacity to prevail. 
This was so in the last war when production surpassed our most fan- 
tastic expectations. We are now in a relatively limited shooting war, 
but we are also in a world situation so intensely precarious that the 
threat of general conflagration is constantly. present. If that were 
to occur—and we all hope it never does—we would need our fighting 
power, military and productive, in proportions far greater than any- 
thing we have previously experienced. 

For that reason it is highly essential that the Nation’s resources 
should be carefully considered and that our myriad of small enter- 
prises be canvassed to learn all of the conditions affecting them. Since 
the United States is largely a nation of relatively small enterprises, 
it becomes exceedingly important that this investigation be carried 
on at the levels in which the smallest operate. 

I am sure I am not exaggerating when I say that Brooklyn is one 
of this country’s greatest aggregations of small industry. The manu- 
facturing industry, with which we are principally concerned, consists 
almost entirely of small units here. About 93 percent of all of Brook- 
lyn’s%manufacturers employ fewer than 100 workers each. Since there 
are, according to the Census Bureau, 7,298 manufacturers in Brook- 
lyn, this leaves a total of more than 6,700 which have fewer than 100 
employees apiece. 

As a matter of fact, at the most only 500 Brooklyn manufacturers 
employ more than 100 and of that number fewer than 200 employ 
more than 250—something like 2 percent of the total—and when you 
look for plants with 500 or more employees you find only 55, less than 
1 percent of the 7,298. These figures are based both upon the Census 
Bureau’s tabulations and the listings to be found in the New York 
State Industrial Directory. Each source has provided their latest 
available data. 

Let us dispense with statistical material because whether these 
figures seem impressive or otherwise, it is not the quantities they rep- 
resent but their underlying significance that is important. For in- 
stance, the Census Bureau tells us that 299,395 persons are employed 
in the manufacturing industry in Brooklyn. The manufacturing 
industry pays these workers $652,328,000 annually. 

But in both cases these are fractions, albeit substantial fractions of 
larger totals. In any event, no account has been taken of the influ- 
ence this activity has — the community at large. 

The population of Brooklyn is nearly 3 million people. Besides 
the manufacturing industry, there are far greater numbers of busi- 
nesses engaged in serving this huge population—retail stores, milk 
and food delivery enterprises, dry cleaners, service stations, and 
others. But probably the greatest single industry outside of the man- 
ufacturers is the transportation industry. 

All of the industries other than the manufacturers are dependent to 
greater or lesser degree upon the manufacturing industry. But none 
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is so much affected as the transportation industry, and this is an impor- 
tant consideration because the transportation industry is one of the 
essentials in any concept of our defense needs. Brooklyn’s transpor- 
tation industry constitutes more than half of what it takes to make 
New York the world’s greatest port. 

And the transportation industry in Brooklyn has grown up around 
the needs of the manufacturer, bringing to him his raw materials and 
taking away his finished products. It is because of these 7,000 and 
more manufacturers—nearly all of them small—that there has grown 
here one of the most elaborate ports the world has ever seen, capable 
of miracles of transportation hardly to be believed but that they may 
be evoked every day in the week. Without the small manufacturer 
who has made it possible and who continues to make it a reality, this 
transportation industry, important as it is in any national emergency, 
might shrink to appalling weakness. 

You must not think—and I believe nobody is guilty of so thinking— 
that because they are small these manufacturers are unimportant. I 
can take you to one relatively small foundry not half an hour from 
where we stand in which all of this country’s 3.5-inch bazooka shells 
are made. That’s an easy illustration. In the last war Brooklyn 
manufacturers turned out everything from containers for high explo- 
sives and submarine periscopes to penicillin and radar equipment, and 
there were hundreds of thousands of other items without which still 
other machines and implements finished elsewhere could not have left 
the assembly lines. The record of Brooklyn manufacturers in World 
War IT is one of which we are extremely proud. It is attested by the 
fact that the number of E awards presented to Brooklyn manufac- 
turers was double the national average. 

Without taking more time, I think I have established two points. 
The first and foremost is that Brooklyn manufacturers are nearly all 
small by any test you can apply. Nevertheless, individually and in 
the aggregate, they are important. They are important to the com- 
munity of which they are a part and they are important to the Nation 
in time of grave peril. 

The chamber of commerce has selected certain representative spokes- 
men to tell you specifically of the way in which present conditions 
affect them. They will be brief and to the point and they have been 
chosen because of the factual content of what they have to say and its 
bearing upon more than their own immediate concern. Iam sure you 
will find what they have to say interesting and useful. 

In conclusion, just one observation: This small manufacturer who 
makes up nearly all of the manufacturing industry in Brooklyn re- 
quires very special attention. Obviously, he is often a man who has 
to take an active working part in his own enterprise. As such he is 
without the advantage of having the time himself to pursue complex 
matters of regulation or having the means to employ the specialized 
talent to do it for him. We at the chamber of commerce have been 
helping him in every way possible. He, himself, has been undertaking 
vastly increased loads of responsibility in his effort to keep up fast- 
moving, sometimes contradictory and sometimes confusing, directives, 
regulations, legislation, and interpretations. Anything you can do to 
lessen that load wilkbe as though you expanded his productive capacity 
by appreciable percentages. 
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For another reason he is entitled to and should get very special 
consideration. He is a taxpayer in a complex community where he is 
confronted by difficult working conditions at every turn. He pays 
dearly for the advantages he enjoys of being in one of the Nation’s 
greatest industrial areas, at the threshold ‘of the world’s greatest 
shipping point, within hours of the Nation’s greatest population con- 
centration, and enjoying the ready presence ofa gigantic labor market. 

He needs understanding, special understanding. I am sure that in 
the interests of our Nation’s continued security against a war we all 
hope will never occur, he will get from this committee the full measure 
of such understanding. 

May I now present Mr. Ben F. Lickey, director of the industrial 
department of the Brooklyn Chamber of Commerce. Mr. Lickey’s 
experience with some of the larger war industries during the last 
war was extensive. For a number of years he has been industrial 
director of the chamber of commerce and since last summer has been 
directly in charge of all defense activity related to local industry. 
He is thoroughly conversant with all phases of the defense program 
as it applies to Brooklyn. He has arranged to have some manufac- 
turers here, and he will introduce them in accordance with the com- 
mittee’s requirements. If it is your pleasure, gentlemen, and Mr. 
Chairman, may I introduce Mr. Lickey. 

Mr. Muurer. Mr. Burbank, it has been a pleasure to have you with 
us and to receive that very fine statement from you. We will now 
follow your suggestion and hear from Mr. Lickey, and have him 
introduce the others whom you have arranged to present their cases 
to us. 

Mr. Bursank. Thank you, gentlemen. 

Mr. Meurer. I will ask the re porter to mark as “Exhibit A” a state- 
ment submitted by the Art Steel Co. of New York through its presi- 
dent, Joseph Burger. Since Mr. Burger will not testify orally, he 
has asked this statement be made a part of our record. 

(The statement referred to is as follows:) 


A TypicaLt CASE WHERE SMALL BUSINESS REQUESTS GOVERNMENT ASSISTANCE IN 
CONNECTION WITH PENDING DEFENSE PROCUREMENT 


(Submitted by Joseph Burger, president, Art Steel Co., New York) 
STATEMENT OF PROCEDURE 


In connection with aid to be given to small business on Federal Government 
and/or armed services procurements, under date line, Washington, March 11, 
Senator Humphrey of Minnesota, declared: “Small business has had the door 
slammed in its face in the defense program,” 

The Senator called for the creation of a Government agency to aid little 
companies. 

In the general plan to ke incorporated in the bill which the Senator has in 
mind to introduce, he suggested the setting up an independent office of small 
business defense production—to determine the best way to use the facilities of 
small companies during the emergency period. 

The following is a case history of a pending procurement which illustrates the 
crying need for remedial action as is suggested by Senator Humphrey and indi- 
cates a method of procedure in line with Government thinking which will ac- 
complish the aid and protection small business needs to have its facilities enlisted 
in the defense program. 

Under date line, Washington, D. C., March 6, 1951, New York Times, Maj. Gen. 
Thomas F. Farrell was appointed Deputy Defense Production Administrator. 
The newspaper article recited in part: 
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“Maj. Gen. Thomas F. Farrell of New York, was appointed Deputy Defense 
Production Administrator today for resources expansion.” 

“He will coordinate all defense production work involving plant expansion and 
increasing production of basic resources. 

“All Government aid to business under the defense production program such 
as direct loans, guaranteed loans, and tax amortization will be supervised by 
General Farrell.” 

Public Law 413 (passed February 19, 1948) declares: 

“(b) It is the declared policy of the Congress that a fair proportion of the 
total purchases and contracts for supplies and services for the Government shall 
be placed with small business concerns.” (Sec. 2b.) 

In the Armed Services Procurement Regulation Manual (June 1, 1950) this is 
amplified. 

“1-302.3 Small Business Concerns.—It shall be the policy of each Depart- 
ment to place with small-business concerns (herein considered to be any 
concern which, including its affiliates, employs in the aggregate fewer than 
500 persons) a fair proportion of the total procurement of supplies and 
services for the Department. As a means of carrying out this policy, and 
when not clearly to the disadvantage of the Department, the procurement 
of supplies or services shall be divided into such reasonably small lots as 
will enable and encourage small business concerns to make bids or quota- 
tions on such supplies or services or on portions thereof. Each Department 
shall maintain a record of the total value of all contracts placed by it during 
each fiscal year with small-business concerns, and shall prepare an annual 
report thereon, as of the end of each fiscal year and in the form and manner 
to be prescribed by the Department, to be submitted to the Munitions Board 
in the Department of Defense for the preparation of a combined armed 
services report to be submitted to the President. To this end, each Depart- 
ment shall, in soliciting competitive proposals, request any necessary infor- 
mation as to the size of each business concern submitting a proposal.” 

This law does not go far enough to meet the situation created during an 
emergency. 

The case history of a small metalworking company is now presented for 
remedial and constructive action by the authorities having jurisdiction thereof. 


IMPENDING PROCUREMENT 


Navy-Ordnance has pending a procurement covering some ammunition boxes 
under bid No. 5115-0 opening Washington, D. C., on March 23, 1951. The prints 
are necessarily restricted and cannot be disclosed in this memorandum, nor for 
that matter is the number of items, or any other identification, save the type of 
item. 

The Art Steel Co., as a small business and as a bidder on this procurement, 
has submitted its statement dated March 12, 1951, which is attached and from 
which it will be seen that the necessity for implementing and amplifying Senator 
Humphrey's plan is quite apparent and the suggested method of procedure is 
indicated. 

The said statement of the Art Steel Co. (and this would appiy to all small 
manufacturers similarly situated) concerns itself with : 

(1) the matter of procurement of tools and dies. 

(2) the matter of procurement of oversized machinery. 

(3) the matter of special circumstances in the amortization of building 
facilities. 

There is a great deal of lip service for small business without the same being 
coordinated and/or organized in a direct, effective and practical manner. 

Commander Philip F. Ashler, chief of the Small Business Office of the Muni- 
tions Board, Washington, in speaking before the American Management Asso- 
ciation in the Waldorf-Astoria on the 13th, stated (New York Tribune, March 
14,1951): 

“Companies seeking Government defense contracts should exercise just as 
much ‘initiative, salesmanship and enterprise’ in such dealings as in their private 
operations.” 

In the New York Tribune of March 14, under the heading “Aid to Plants on 
Liberalized Terms Urged”, the very specific pointing to the needs noted by 
Senator Humphrey appears. This article is quoted as follows: 
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“AID TO PLANTS ON LIBERALIZED TERMS URGED—ORDNANCE AID ALSO 
ASKS MORE DIRECT UNITED STATES HELP 


“A need exists for more liberal long-term financing arrangements and also for 
providing more direct Government financing for plants to serve the Armed 
Forces, it was asserted here last night by a legal aid of the Army Ordnance 
Department. 

“Albert C. Lazure, chief of the legal branch of the Army Ordnance Depart- 
ment, said at a meeting of the Army Ordnance Association in the Astor that the 
ordnance branch, together with other service branches had recommended to the 
Secretary of Defense that more liberal long-term fihancing «arrangements for 
war plants, and increased Government building of other plants, be sought 
immediately. 

“Concerning direct financing, Mr. Lazure said that a total of $600,000,000 al- 
ready made available to the General Services Administration for building defense 
plants have been practically exhausted. Reestablishment of an agency similar 
to the former Defense Plants Corporation, a unit of the Reconstruction Finance 
Corporation, is needed to carry forward further direct Government financing, 
he declared. 

“This could be done either by setting up a new agency within the RFC or by 
providing for a new one, Mr. Lazure noted. 

“He declared that it had also been recommended that section 302 of the 
Defense Production Act, which provides for guaranteeing long-term loans by 
banks to war contractors be made operative at once. 

“In the present circumstances, the Ordnance Department is considering 
methods whereby, it can help finance defense plant expansion by faking a part 
interest in contractors’ plant investments, Mr. Lazure reported. A deal of this 
kind is now under way with Fitzgibbons Boiler Co., Inc., of New York, he said. 
The company hoids a contract for making tank hulls. 

“The Ordnance Department is also considering arrangements for taking a 
‘beneficial interest’ in certain facilities, such as large elevators and craneways, 
through a plan whereunder the contractor making outlays for such specialized 
equipment would receive a ‘priority right’ to the.receipt of orders for certain 
defense goods as an inducement to his making the required investment.” 

In the New York Times dated March 14, Col. A. C. Lazure, Chief of the Legal 
Division of the Office of Chief of Ordnance, stated that quantity deliveries of 
Ordnance items of national defense would start within 6 months, and on the 
panel with him appeared Lt. Col. M. J. McCormack, Air Force, Director of 
Procurement for the Eastern District, and Capt. W. J. Whipple of the Bureau 
of Ordnance of the Navy Department. 

The matter of the Government's direct procurement of dies noted in the state- 
ment of the Art Steel Co., may be pinpointed in a bid emanating from the Frank- 
ford Arsenal under invitation Number ORD-36-088-51-243, October 9, 1950, 
in which the Invitation to Bid recited: 

“The tooling set forth in schedule A (5 pages) will be supplied to the success- 
ful bidder f. o. b. contractor’s plant. Upon completion of the contract all tooling 
to be returned to the Government f. 0. b. contractor's plant. 

“Tools for the manufacture of the above-mentioned boxes are on display and 
ean be examined in the Small Arms Division, Frankford Arsenal.” 

The five pages of tools and dies mentioned in the aforementioned bid are and 
were Government property and in amplification of the general plan suggested by 
the Art Steel Co., and as a specific direct example thereof, the identification of 
such dies was set forth in the invitation to bid and under the terms of the said 
bid, were to be turned over to the successful bidder. 

It is, of course, obvious that the Government owned the said dies and /or loaned 
the same to the successful bidder against the necessities of the invitation to bid. 

This clearly demonstrates the authority within the Government and/or the 
particular agency to purchase and/or have the said dies made and to lease 
and /or lend the same back to the successful contractor. 

In connection with the machinery, which is the second phase of the Art Stee! 
Co.’s statement, the matter of the need for aid to small business becomes em- 
phasized. 

The machinery required to fabricate the item covered by the instant bid is 
heavy, oversized machinery which is not generally or usually found in small 
business. These large tonnage presses are usual in the automotive trade, but 
not in the general run of small metal fabricators. Unless the Government aids 
small business in the procurement of the aforementioned machinery, small busi- 
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ness is eliminated and denied the opportunity and /or privileges either of bidding 
upon the type of instant procurement and/or lending small business know-how 
and facilities to the expanding requirements of the defense effort. 

The matter is (were simplification employed) purely a method of bookkeeping. 
In all bids, the amortization of tools and dies and machinery, is incorporated in 
the per unit price. The Government, in effect, is purchasing tools and machinery 
by paying a large per unit price in which the cost of the aforesaid tools and 
machinery is usually incorporated as a part of bookkeeping procedure. 

In the statement of the Art Steel Co., it is apparent that the Government is 
given its proper per unit cost, all encumbered by the amortizing of tools, dies, 
and machinery, which it is proposed that the Government purchase and lend 
or lease to the successful bidder. 

It is pointed out that specialized seam welding equipment, which is by far and 
large the most important production necessity or tool, is specialized machinery 
which must be built to order, it being the opinion of the writer that there is no 
stock item of the type of seam welding machinery required to fabricate the unit 
in question. The Government, therefore, will, in effect, pay for these tools and 
dies indirectly. The Art Steel Co., however, brings the matter out into the open, 
so that the item of actual cost is broken down in limine, without the same being 
concealed and/or incorporated in an inflated per unit price or cost, to cover 
amortization of dies and machinery. 

The Art Steel Co. takes the position recited in these papers without intending 
to disclose any restricted matter—without reference to the specific or specialized 
prints (except it be under permission of the proper governmental bureau having 
jurisdiction thereof), but points out the crying need for the enactment of 
legislation either directly or the imposition of procurement pelicies, to the end 
and for the purpose of permitting and enabling small business to play its tra- 
ditional American part of the defense effort now developing. 

It is apparent that need for instant and prompt action must be had at this 
time and all of the matter herein recited is submitted in he inerest of the public 
and for the benefit of small business, generally, in the United States. 


STATEMENT RI INVITATION NO, 5115 » UNTTED STATES NAVY PURCHASING OFFICE, 
WASHINGTON, D. ¢ 


Art STee. Co., INc., 
Vew York, N. Y., March 12, 1951. 
Re invitation to bid No, 5115-0. 


Unrtrep STATes NAVY PURCHASING OFFICE, 
Vain Navy Building, Washington, D.C. 

GENTLEMEN : The Art Steel Co. herewith enters its bid on the above invitation 
No, 5115-0 and agrees to supply and furnish the items mentioned therein at the 
monthly rate provided for therein at the per-unit cost of $6.22 each, plus the 
tools, dies, machinery, and other factors presently and hereinafter mentioned 
in this letter, and which are itemized in the schedule attached hereto and made 
a part hereof 

The item, “box, steel ammunition MK 1 Mod O for small arms ammunition,” 
uppeirs to be a completely newly designed item which requires complete and 
full tooling from inception. In addition, heavy presses, seam welders, and 
other related production and testing equipment is required. 

Unless a procedure and/or opportunity is afforded to the small business, as 
represented by the Art Steel Co. (and other small concerns similarly situated), 
small business will not have an opportunity to play its traditional and American 
part in the defense effort now getting under way, by being enabled to enter bids 
upon this type of procurement. 

Unless procedures are worked out similar in scope to that suggested herein, 
the same contract direction in World War II, where 80 or 90 percent of the 
total procurement for defense and/or war work formerly went to 100 large con- 
cerns, Will be again repeated in the present emergency condition, to the detriment 
of small business, 

Since the type item covered by this procurement appears to be urgent and 
it appears that it will be a recurring procurement, the most expeditious manner 
to handle the same to the best interest of the Government will be to set up a 
number of small manufacturers strategically located within the United States 
similar in scope to the activities of the Smaller War Plants Corporation of World 
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War II, so that the benefits and advantages of efficient fabricating procedures 
may be received by the Government, with small business participating in the 
defense program. 

In addition to the per-item cost of $6.22 each, the following schedules, A and 
B, set forth the scope and additional cost to the Government, and are made a part 
of this bid: 

Schedule A is a detailed itemization and breakdown of the Government, costs 
for dies, jigs, and special testing equipment required for the item. The total 
of this is approximately $79,050, which must be added to the per-item cost. 

Schedule B is a detailed itemization and breakdown of the Government costs 
for machinery, special seam welders, etc., required for the item. The total 
of this is approximately $272,500, which must be added to the per-item cost. 

As a part of this bid, contractor-bidder attaches its defense facilities prospectus. 
The contractor has been in business for the past 31 years and has acquired tre- 
mendous know-how which it offers for the Government's interest and advantage. 

The Art Steel Co. herewith enters its bid and agrees to supply the said boxes 
(MK 1 Mod 0) at the present unit price upon condition that the Government 
procures and purchases the necessary tools, dies, and machinery outlined and 
identified in schedules A and B hereof and leases the same back to your bidder 
aus herein, during the term of the procurement and/or any extensions or addi- 
tions thereto. 

The bid is further conditioned upon your bidder, the Art Steel Co., receiving 
permission to erect a factory on land which it presently owns and on which it 
has plans and which building will be given emergency amortization status pur 
suant to the provisions of section 124A (amortization deduction) of Internal 
Revenue Code 

The following are the advantages which will be secured to the Government 
by virtue of the acceptance of the within bid. 

All the tools and dies will be owned by the Government for its use at any time 
during the present emergency. In this manner the amortization and/or pay- 
ment by the Government indirectly for the said tools, dies, and machinery (which 
is the usual procedure and is usually incorporated in the per-unit price of each 
box) is eliminated, and the Government will be enabled to see its direct cost 
for these units and be controlled thereby as its requirements expand under the 
exigencies of the emergency period. 

The leasing at a nominal figure of these tools and machinery back to the 
fabricator, the Art Steel Co., serves the purpose and interest of the Government 
and is in accordance with accepted governmental procedure in specific and anal- 
OgOUs CASES. 

It is noted that in the engineering estimate of costs of tools and dies and 
machinery, the know-how of the Art Steel Co., based upon 31 years of experience 
in metal fabrication, has been relied upon, particularly with respect to the 
welding machinery, which is a part of the manufacturing process. The types 
of standard seam, welders which are presently offered are inadequate in pro- 
duction to permit conclusion of the contract in time. The bidder, the Art Steel 
Co., proposes to have a special seam-welding machine fabricated to meet the 
needs of quantity unit production in accordance with the terms of the contract. 

The Government, in setting up the procedure indicated herein, achieves the 
objective of manpower and employment distribution, and contract distribution. 
The Government achieves the objective of dispersal or distribution for safety 
dispersal or distribution for quantitative production, dispersal or distribution 
for enough on time for projected and emergency requirements. 

This company points out that it was a prime contractor fabricating the M2 50 
caliber box and the record of performance of said contract may be obtained 
from the War Department, New York ordnance district. 

This is a specitic illustration of where the Government can lend its facilities 
and cooperate with small business to the end that an effective industrial team 
may be created to produce the very necessary articles of defense for our country. 

The bid presently submitted by the Art Steel Co. is dependent and subject to 
the conditions specifically set forth in this letter. 

Respectfully submitted. 

Art Street Co., Inc., 
JoserH Burcer, President. 


86267—51—pt. 2——_8 
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and/or over-all top-level policy should be indicated to the end that small business 
may be permitted, enabled, and offered the opportunity of participating in the 
expanding defense program on a parity with large enterprises. 

Mr. Muvrer. I might say for the benefit of the others who do not 
wish to be heard orally and who have prepared statements, if they will 
send them to the desk here we will add them to our record. I assure all 
of you everything submitted to us here will be carefully studied by the 
full committee in Washington and whatever recommendations may be 
necessitated as the result thereof will be made. 

Mr. Lickey, will you proceed. 
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STATEMENT OF BEN F. LICKEY, INDUSTRIAL DIRECTOR, BROOKLYN 
CHAMBER OF COMMERCE 


Mr. Licxey. Mr. Chairman, ladies, and gentlemen, my name is Ben 
F. Lickey. I am industrial director for the Brooklyn Chamber of 
Commerce, and in this capacity it is my function to counsel our mem- 
bers on problems affecting their operations. Since the summer of 
1950 the most important problem has been that of maintaining vol- 
ume and employment during the defense program. There is no ques- 
tion that today the large share of the businessman’s time is spent in 
this way. 

My purpose is to summarize for yon the effects of the defense pro- 
gram on the small manufacturer, basing my comments on what has 
been reported to me by a broad cross section of these firms in Brooklyn. 

There are the general uncertainties as to how much of our produc- 
tion will be used for defense purposes, how deeply the supply of civil- 
ian goods will be cut, and other questions of over-all trend in the 
defense program. However, asidé from these broad questions there 
are many problems of a specific nature, the solution of which seriously 
affects the continuing existence of the individual business. 

First in importance today is the situation in raw materials, princi- 
pally steel, copper, aluminum, and several others. The supply of 
these materials available for purchase has generally been cut from 
one-half to nearly 100 percent. Some forms of steel are virtually off 
the open market. Copper, zinc, aluminum, and other raw materials 
are likewise difficult or impossible to purchase. 

The end-use orders which prohibit the manufacture of certain items 
from a given material will bring about a complete shut-down in some 
line, if no relief is given. An extremely wide range of articles—in 
the case of aluminum, more than 200—may not be manufactured from 
the material in question after a certain date. 

The complexity of materials-control orders has made it extremely 
difficult for the small-business man to comply with them. While the 
orders have been written after conferences with industry advisers, 
their application to the peculiar problem of the small business is very 
difficult. Valuable management time and effort must be diverted 
from the operation of the business to understanding and interpreting 
those many regulations. 

There are not sufficient defense contracts available at this time, or 
in prospect, to make up for the less of business due to materials 
shortages. While a substantial dollar volume of prime contracts has 
been let by the defense procurement agencies, no very large amount 
of these contracts has gone to the small companies. Subcontracts, 
which are the principal wartime activity of Brooklyn manufacturers, 
are not yet ready for production; or, where available, are for highly 
specialized items outside the scope of the smaller factory. 

Materials shortages became increasingly serious throughout the 
fall of 1950. Raw materials suppliers began to allocate maximum 
quantities of materials to their customers in September and October. 
In some cases these quantities were as low as 50 percent of normal 
purchases. In other cases the allocation applied only to new cus- 
tomers. 

This committee has doubtless heard about the shortage of steel of- 
fered for purchase by warehouses. This matter has evoked a good 
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deal of discussion on a national scale, and the situation in Brooklyn 
is no different than elsewhere in the country. The small manufac- 
turer normally purchases in relatively small amounts and must there- 
fore depend upon a warehouse to supply his needs, since steel pro- 
ducers do not find it economic to sell to him. With reference to this 
situation, our companies report to me that the warehouses cannot 
supply their normal requirements simply because there isn’t a flow of 
steel from t!c mills. While the warehouse operators have done a 
fine job of trying to help their customers in every way they can, you 
can't sell a man something you don’t have in stock or on delivery. 
Yet we hear reports that the steel industry is producing at an all- 
time high of 104 million tons per vear. Where this steel is voing 
is one Of the mysteries of the year which no one has been able to ex- 
plain satisfactorily. 

In general, the voluntary allocation has been continued by sup 
pliers in order to spread available materials as widely as possible. 
However, the amounts of materials received from producers has 
steadily declined to a figure which makes it impossible for many firms 
to operate without using imported materials or purchasing from the 
gray market. In the case of imported materials, they are frequently 
so expensive that where a large amount of material is used in the 
product, the increase in cost of production is prohibitive. 

Materials-control orders which limit usage to a certain percentage 
of consumption during a base period have themselves caused hard 
ship where the base period was a time of low output or because of 
other base-period distortions. Some firms are traditionally slow at 
certain periods in the year. However, to the best of our knowledge, 
the National Production Authority has given relief in most of these 
cases, and has issued directives for certain materials which provide 
that a manufacturer may himself adjust the usage figure where there 
were certain distortions in base-period volumé of business. ‘There 
are of course some cases where the permitted usage represents a 
severe cut in volume of production and employment, but manufac 
turers have shown a willingness to accept some measure of reduction. 
They know it’s necessary. 

The end-use materials orders which ban use of a given material 
specified product will cause extreme hardship in some cases. For 
example, the aluminum order M 7 provided originally that more than 
200 items could not be manufactured from this material after April 
1. These products included auto hardware and trim, ash trays, bi 
cycles, domestic laundry equipment, hair curlers, venetian blinds, and 
other like items. (Parenthetically, there were so many pee to 
this order that NPA postponed the effective day to May 1.) The 
result of this type of control will be to nearly put some firms out of 
business and to cause unemployment. 

Mr. Mutrer. I ought not to overlook the fact that that followed 
immediately after an executive session of the House Small Business 
Committee with all of us responsible for the initiation of the order to 
begin with, and after that executive session the postponement did 
take place. This committee has been aware of the situation and all 
of its facets and have been carefully following it. : 

Mr. Lickxey. We certainly give you our thanks, sir, because while it 
will go into effect May 1, I had many reports of difficulties that would 
immediately arise if it went in effect April 1. 
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One solution to materials shortages which has been advanced is 
the use of substitute materials. For example, instead of copper, use 
steel; where the specification called for stainless steel, use steel. I 
have made many inquiries of company managements as to the extent 
to which this could be done. Invariably, one of two answers would 
be given. While some incidental substitution was possible, for any 
ae use, either the substitute material itself was in short sup- 

Ply, or the firm’s equipment could not be adapted for processing the 
substitute. In short, substitutes are not any real solution to the 
problem. 

There is no question in the minds of businessmen that materials 
must be diverted to defense. However, the difficulty is that, until 
such time as defense orders are available to fill the gap, a business 
may be forced to lay off many of its employees who will then get em- 
ployment elsewhere. Then when defense orders do become avail- 
able, this same firm will find it difficult to produce efficiently. The 
net result is a loss of potential for defense. 

The small-business man has been impeded in his operations for 
another reason. The complexity of materials controls orders, and 
the larger number of them which have been released, make any real 
compliance difficult. These orders have undoubtedly been carefully 
drawn. Industry has been consulted before a final order was decided. 
However, they attempt to cover a limitless range of situations, and 
it is obvious that confusion will result in such a case. Frequent 
changes and amendments make it necessary to spend further time 
deciding how the new order affects operations. Where a firm is large 
enough to employ specialized personnel for this purpose, the task 
is not so difficult. _Howev er, in the case of the small firm, it is nearly 
impossible to keep up with ‘all new developments among the various 
materials used and to make certain that the correct interpretations 
have been worked out. 

Earlier in this statement I referred to the scarcity of defense or- 
ders which would give the small-business man an opportunity to make 
up for.output lost because of materials not being available for civil- 
ian manufacture. Brooklyn is a city made up principally of subcon- 
tractors. Its many companies are relatively small and, generally 
speaking, do not have the facilities to manufacture complete items 
such as are required by many of the Armed Forces units. During the 
last war these companies undoubtedly contributed more subcon- 
tract work than in any other area in the country. 

The experience of these companies in this emergency has been re- 
ported to us many times. We maintain lists of invitations to bid and 
contracts let which are available to any firm who comes to our offices, 
whether such firm is a member of the chamber or not. Added to this 
are the day-to-day calls and visits from our members. Since most 
of them regard us as a service bureau for assistance on their problems, 
we are in close touch with them. As a result quite a few firms and 
individuals have visited us, and we have heard their experiences. 

I can quickly summarize these reports. Prime and subcontracts for 
defense materials which can be performed by these companies are 
not available in any quantity sufficient to make up for anticipated 
reduction in output. There will be a period of unemployment in 
these firms varying in its severity, but certainly a substantial number 
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of firms will be faced with the disruption brought about by loss of 
key employees who cannot be sepliined when the defense program is 
in full swing. 

We are convinced that the situation is worse than reported to us. 
Many companies do not report they are in a distress situation now, 
or will be in the near future, because, for example, they either have 
an inventory of materials or are using imported materials and at the 
moment can see no real problem. In either case, the company cannot 
expect to continue indefinitely this way. A stockpile of materials is 
eventually depleted. Foreign materials are expected to become un- 
available even to those who can pay the high premium price demanded 
for them. 

The National Production Authority announced on Friday of last 
week that a controlled materials plan would be put into effect be- 
ginning July 1, and could be expected to ease the materials situation 
during the third and fourth quarters of this year. This plan intends 
that specific allotments of materials be made to producers of defense 
and of defense-supporting products. This type of a plan has had the 
general approval of industry. It would give lasting relief to a fairly 
substantial group of producers. From all indications, however, it 
will probably cause even greater distress among those companies whose 
products are not classified as directly in support of the defense effort. 
They will have to scramble for the remaining materials which’ will 
be in reduced supply due to actual allocations of complete require- 
ments to many companies who are now only receiving part of their 
needs, even though their product is defense supporting. 

We do not propose any cut and dried solution to this problem. It 
is impossible to say with any degree of certainty that there are sufli- 
cient materials to completely relieve the problem of the small com- 
pany. However, it has been said on a number of occasions that the 
very large users of materials have been getting a greater share of the 
available supply than the small company gets. We do hear many 
reports of record-breaking production of automobiles, refrigerators, 
and other like items. It may be that a plan to require more equitable 
sharing of materials is one answer. Another solution may be to re- 
quire raw materials producers to definitely allot materials to the ware- 
houses from which most of the small-business men purchase their 
supplies. 

Now we have brought to this hearing a number of witnesses and I 
believe that their stories will help the committee in its deliberation. 
They cover a range of industry and they are all small-business men. 
The largest one employs about 350 people; the smallest one I believe 
employs in the neighborhood of 16 people. 

I would like to introduce, at your pleasure, Congressman Multer, 
our first witness, Mr. Horatio L. Wilkinson, vice president of the 
Debevoise Co. 

Mr. Mcvrer. Thank you very much for that statement. But before 
we hear your next witness, we would like you to answer some ques- 
tions, if you will sit-down, piease, Mr. Lickey. 

Mr. Lickey. Surely. 

Mr. Muurer. As your witness presents his statement there may be 
questions either by members of the committee or the staff, and we will 
try to answer the questions that are presented as each witness tells us 
his particular story. 
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It has been suggested, and I think it might be a good idea, if at 
the conclusion of the statements by witnesses, those who are in attend- 
ance, if there are any questions they would like to ask or anything 
that occurs to them during the course of the day, if they will reduce 
the question to writing and sign their names, or if they feel they do 
not want their names signed to it, don’t sign the names, but send the 
questions to the table here. We will then direct the questions or relay 
the questions to the particular agencies that can answer them, if the 
committee cannot answer them, and ask the agencies to give you the 
precise answers to the specific questions. 

Now, Mr. Lickey has raised several questions that deal with sup- 
plies, and specifically with steel and aluminum. Of course, we all 
appreciate that all strategic metals and materials must first be chan- 
neled strictly into the defense effort. As the result of the last CMP 
regulation we hope, with the knowledge of the authorities of exactly 
what is needed for the defense effort, we will be able to allocate to the 
defense effort its allotment, and then the balance will be allocated to 
the trade, the civilian trade, and it will be done in such a way that there 
will not be a grab-bag attempt by industry to come in and grab what 
they can. There will be an attempt on the part of the Government 
each can have for themselves and let the rest worry about it as best 
to channel into civilian industry whatever there is left, and we hope 
there is enough left, after the defense effort is taken care of, to keep 
the civilian industry going. 

I think at this time, to partially answer Mr. Lickey’s statement on 
steel, it would be wise to add to our record as an exhibit a release from 
the American Iron and Steel Institute, indicating that they have 
supplied more steel to the warehouses during 1950 than in the previous 
year. 

(The document referred to is as follows:) 

[Press release, Thursday, April 12, 1951] 
WarEHOUSES REcErveD Recorp SHARE oF 1950 STEEL 


Warehouses received a record 13.3 million tons of steel products from the mills 
in 1950 to be distributed to small consumers, American Iron and Steel Institute 
announced today. That amount of steel was more than 3 million tons and 30 
percent greater than was shipped to warehouses in the previous year. 

Steel warehouses constituted the second largest consuming group for steel 
products, taking nearly 19 percent of total shipments in 1950, a larger percentage 
than ever before. Those warehouses handling industrial products such as semi- 
finished steel, plates, bars, sheets, strip, and certain items of tubing, together 
with establishments specializing in hardware items, many kinds of pipe, and 
coated sheets and strip including tin plate, received nearly 11.7 million tons of 
steel products from the mills last year. 

There are more than 1,500 industrial steel warehouses in this country, located 
in 349 cities and towns in 44 States. The greatest number of such warehouses 
is in California, Ohio, New York, Pennsylvania, and Texas. California has 
nearly 200 industrial steel warehouses. Ohio and New York each have over 150, 
and Pennsylvania and Texas have more than 100 each. 

Steel warehouses serving the oil and gas industry received more than 1.6 
million tons of steel products in 1950, an increase of 26 percent over the previous 
year. 

Mr. Mutter. I think you know that the reports indicate all steel 
production is gradually being increased. Unfortunately, the inde- 
pendent warehouse is not getting enough of this steel, and we hope that 
the Government will cure that situation by its new plan of allocation 
so that the civilian industry can get its share of steel. 
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I do not want to raise anybody’s hopes too much on the aluminum 
situation, but we hope with aluminum production being increased 
we may be able to postpone the order which has not been postponed 
from April 1 to May 1 even beyond that date. 

Mr. McKinnon, do you have any questions ¢ 

Mr. McKinnon. No. 

Mr. Datmas. One question, Mr. Chairman, if I may. 

Mr. Mutrer. Yes, Mr. Dalmas. 

Mr. Datmas. Have you very carefully analyzed the proposed CMP 
plan and its effect on small business generally ¢ 

Mr. Lickxey. Yes; we have analyzed the plan as it was announced 
last Friday. As I understand it, this plan intends that defense and 
defense-supporting industries be allocated material. The extent to 
which defense-supporting industries will be allocated material is 
evidenced by this list of examples of products which will be defense 
supporting. Now our quick reaction, and the reaction of a number 
of our members, has been that some of these industries which may be 
classified as “defense supporting” are not at the present time getting 
their full needs of materials, and that if they are allocated their 
materials and supply their needs completely, that they will leave a 
small portion of materials available for civilian manufacture, which 
covers quite a range of products, and we think that there will then 
be a scramble for that material. 

Mr. Daumas. Mr. Chairman, I would like to ask one or two more 
questions. 

Mr. Mutrer. Yes. 

Mr. Datmas. The CMP plan is proposed for July 1, and we have 
little time to work on it. I think it would be well for us-to find out 
what small business really thinks about it. How do you understand 
this CMP plan operates ¢ 

Mr. Licxey. As I understand it, there are allocations only for the 
defense and defense-supporting industries, and that anyone who 
manufactures products in the second list as it was released—and 
washing machines I believe was on that list, and quite a number of 
products—that those fellows will be given no allocations whatsoever 
and it will just be up to them to scramble for the remaining supply 
of materials. I don’t understand that that plan intended allocations 
to civilian manufacturers of those products on the second list. 

Mr. Datmas. Mr. Fleischmann in his statement says— 

Now, as to the problems of small business particularly, CMP, generally speak- 
ing, neither increases the problems of small business nor is it to be definitely 
understood in terms of what it does for small business. 

Do you agree with that statement of Mr. Fleischmann ? 

Mr. Lickxey. I do not agree with the first part of it, that it will 
not increase the problems of small business. 

Mr. Datmas. You think it will increase them? 

Mr. Licxey. I believe it will increase the problems of the small- 
business man who is making civilian items which are not classified as 
defense supporting. Now, how many items are going to come under 
this list that. are defense supporting is difficult to tell. I run across 
many, many of them which might go on this list in one way or another, 
and as yet we have only this specimen list. 
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Mr. Datmas. Mr. Chairman, I would like to ask Mr. Lickey if he 
will give us the benefit of his knowledge and experience by submitting 
to the committee at a later date, in time for the committee to take some 
action on it, a full analysis from the standpoint of the smaller 
manufacturer. 

Mr. Licker. I would be very glad to do it. 

Mr. Datmas. We will be glad to add it to the record when you 
submit it. 

Mr. Motrer. If you will send it to us as soon as it is ready, Mr. 
Lickey, and address it to Mr. Dalmas, the House Small Business Com- 
mittee, House Office Building, Washington, D. C., we will add it to 
this record. 

Mr. Lickey. I will be glad to do that, Congressman. 

Mr. Mutrer. Does the representative of the NPA care to make any 
comment at this time? Mr. Bartlett. 

Mr. Bartierr. Mr. Chairman, I think there was something said 
about the complexity of M orders. They are all uniform in the respect 
that there is a provision for relief from undue hardship. I think you 
will find each one of them contains that standard provision. 

Mr. Licker. That is true. 

Mr. Barriert. It is difficult for us to anticipate the effect of any 
of these orders. 

Mr. Lickxey. Yes. 

Mr. Bartietr. Another point mentioned was the numerous amend- 
ments to these orders. It just so happens the one you mentioned, 
M-7, was amended on March 31 at the instigation of the Small Busi- 
ness Committee, and then on March 7 they extended the death sentence 
as the result of a congressional committee action. So those measures 
result from two different sources. 

Mr. Lickry. Yes; 1 grant you they do. The question I have brought 
to me is this: “Mr. Lickey, how does this change things? It only 
makes a change here, there, and the other place. What does this mean 
to me in my business ¢” 

Mr. Barrier. In most instances we endeavor to amend the complete 
order so it is easily readable. We would certainly appreciate any 
suggestions you may be able to offer the Department of Commerce, 
plus NPA, that might simplify the M orders. 

Mr. Lickey. I have one suggestion that has been made to us many 
times by our members, and that is that the local offices be given the 
power to act on hardship cases. Up to now some people have said 
that they felt they were being given a sort of run-around, that they 
had to go to too many places, and the direct procedure which would 
operate ‘loc ally would be of great assistance to the small-business man 
who can’t spend his time running back and forth to Washington, and 
besides that you want to keep him out of W ashington. 

Mr. Bartterr. I might mention in that connection that we have 
today 13 district offices and we plan to extend the thing to some 90 
Department of Commerce NPA offices to take care of construction 
permits. Now, it is planned to do the same thing in regard to the 
handling of appeals under the M orders as rapidly as it can be put in 
operation. 

Mr. Lickey. I think of necessity these matters must be fairly 
complicated; however, at the same time they would run into the 
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problem that it is very difficult to understand them. I have wrestled 
with them a good bit myself and I know, and I tried to classify prod- 
ucts in some cases and it has been extremely difficult. Maybe that is 
necessary, but it is, nevertheless, a real, honest-to-goodness difficulty 
placed on the small-business man. He puts it on his desk to read 
when he has an opportunity. He does not have too much time to 
es to it because he is too busy with his business. He started to 

‘ead it 3 days ago and he is still trying to read it. 

Mr. Bartierr. You appreciate our problem i in staffing district offices 
with people competent to interpret these orders. 

Mr. Licxey. You have done an excellent job in giving directions, 
sir. It isa difficult thing to do. 

Mr. Bartierr. We realize that. 

Mr. Muurer. Is it fair to say the regulations coming out of the 

various emergency agencies today are at least a lot more intelligible 
than those we got “during World War II? 

Mr. Licxey. I think t vey are. I would like to say just one thing on 
what this does. They tell us what the order does, and that is a = hae 
to start off with. 

Mr. Murer. Now, Mr. Lickey, if you will introduce your next 
witness. 


Mr. Licxey. Mr. Wilkinson. 


STATEMENT OF HORATIO L. WILKINSON, VICE PRESIDENT, THE 
DEBEVOISE CO. 


Mr. Murer. May we have your full name, Mr. Wilkinson, and 
your address for the record ¢ 

Mr. Witxtnson. My name is Horatio L. Wilkinson. I am speak- 
ing as vice president of the Debevoise Co., 74-84 Twentieth Street, 
Brooklyn 32, N. Y. 

The Debevoise Co. was founded early in 1911 and has carried on its 
manufacturing business in the Borough of Brooklyn continuously 
since then. In November of 1950 it moved its plant from its original 
location at 968 Grand Street to its present location in Brooklyn. 
Plans for this removal were started early in 1950 so as to prepare for 
larger production and more economical production. This was based 
upon the expectation of reasonably normal economic conditions, 
but these have obviously been interfered with due to world-wide 
disturbances. 

The business of the Debevoise Co. is in the manufacture and sale 
of paints direct to industrial and institutional users, a substantial 
proportion of our business being with such important industries as 
electric and gas companies, railroad companies, steamship companies, 
chemical manufacturers, food-processing plants, institutions, and so 
forth. A substantial proportion of our paint is used for the protec- 
tion of metal surfaces against rusting. 

The company’s employment is 52 persons, including 23 factory 
employees, and our business is approximately $1 million annually. 

It has been the policy of the company to maintain steady employ- 
ment and never in our 40 years have we discharged anyone or even 
laid off anyone for lack of work. 

Mr. Muvrer. You are going to get lots of applications for employ- 
ment before you leave today. 
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Mr. Wiixrnson. We have a good record with the New York State 
Employment Insurance. However, due to current difficulties we have 
been forced to consider the necessity for reducing the hours of work 
but are delaying any definite action along this line in the hope that 
some adjustment may be made to insure sufficient materials to keep a 
steady manufacturing program. 

During World War fi a considerable portion of our business was in 
essential categories, including sales to the Government, as well as to 
industries on rated orders. We went through a renegotiation hearing 
and were given a clean slate. 

As a consequence of disturbed conditions our operations are on an 
unsatisfactory basis. This is caused by various factors, one of the 
principal ones being the unavailability of titanium pigments which 
are the most important pigments in the manufacture of paints and 
enamels. There are two principal manufacturers of titanium pig- 
ments, E. I. du Pont de Nemours & Co. and the Titanium Pigment 
Corp., the latter being a subsidiary of the National Lead Co. In our 
experience both of these companies have been eminently fair in the 
distribution of their pigment to the industries they serve, both of 
them doing ft upon a quota basis, based upon the previous consump- 
tion experience of their customers. They indicate to us figures which 
are demonstrably fair and fulfill their given quotas with good regu- 
larity. We are also facing a probable shortage of synthetic resins. 
The manufacturers of these resins advise us their production is being 
more and more allotted to the fulfillment of priority orders. 

It is our belief that a considerable cause for the degree of current 
shortage in titanium pigments and synthetic resins is the purchasing 
practice of the Armed Forces. Without being able to document a 
charge to substantiate this statement, it is commonly accepted through 
industry that the armed services are purchasing large quantities of 
paints and enamels containing large quantities of titanium and syn- 
thetic resins for delivery over a relatively short period, 90 to 150 days, 
quantities of paint which it would appear to be impossible to consume 
in less than 12 to 24 months. It would appear, therefore, that the 
Armed Forces should be urged to BLE RL their deliveries over a 
period of time that more readily coincides with their consumption 
needs and thus leave over the intervening period a better ni of 
materials for essential civilian requirements. 

The same thing applies to some of the vehicles. The paint industry 
many years ago got along very well with linseed oil, but today, with 
the developments in synthetic chemistry, we have a good many synthe- 
tic vehicles which are used ostensibly and quite essentially for the 
various functions. These synthetic resins are specified for the war 
production goods and by the same mediums are being used up in a 
saan where they could be used up over a longer period of time. 
While linseed oil has been displaced to a large extent, it is still used. 
A greater volume of its is used today than was used 40 years ago, 
when it was almost the sole vehicle, and there again we have been 
handicapped by the actions of the Government. 

Linseed oil, as many of you may know, and many of you may not, 
is produced from flaxseed, and flaxseed comes under the agricultural 
acts and considerable quantities have been purchased by the Com- 
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modity Credit Corporation when the parity price was able to go up. 
It was fixed far above what the industry paid for it on a competitive 
basis. Large quantities have gone into the Government, and over the 
past year or two our Government shipped large quantities of flaxseed, 
and of linseed oil especially, to foreign countries, and much of it at 
lower prices than they would make available to our own industries. 
They have possibly overshipped, for there is now a question of whether 
or not the next few phere 3 may show a shortage of this material, 
which was in great supply a few months ago. 

I would like to oak Mr. Chairman, in reference to the statement 
you made a few moments ago, another material, and that is aluminum. 
I did not include that in my formal statement because some of the ele- 
ments were not available at that time. You encourage us to believe 
there is a larger supply of aluminum to compress. Aluminum is used 
to a large extent in paint, and it has a very specific function to fulfill, 
an economic function. We are restricted by this aluminum restrictive 
order. In the early part of the year that restriction was something 
like 65 percent of the base period, but then, through orders that came 
out from Washington, it was made to apply only to aluminum paint 
that was sold in ready-mix. 

Traditionally and over the years a great deal of aluminum was sold 
in a double-compartment package. The two would be mixed together 
to develop its greatest brilliance. The Government said, “You can- 
not ship more than 65 percent of the aluminum paint in its ready- 
mix form, but you can ship unlimited quantities in different con- 
tainers.” What it did with us was to say we could not ship 3 aga 
of steel to ship 5 gallons of paint beyond a certain quantity but we 
could ship 7 pounds of steel to 5 gallons of paint to an unlimited ex- 
tent. Now that has been changed so that now the separate compart- 
ment package has been put within the 65 percent category. 

Now if we are going to have more aluminum in a few months, can’t 
we do something about that? Today the aluminum pigment people 
are coming in and asking us, “Can’t we possibly buy aluminum pig- 
ment?” ‘They have got it standing on their shelves. It is available. 
If it is going to be needed to be spread over a long period, well and 
good, let us spread it, but if it is going to keep piling up to capacity, 
perhaps that regulation should be ameliorated. 

I thank you, sir. 

Mr. Murer. Mr. Wilkinson, have-you tried to sell any of your 
product to the Government ¢ 

Mr. Wiixrnson. Under the present circumstances? 

Mr. Murer. Yes. 

Mr. Wiixrnson. Yes, we have. We have applied to the purchasing 
agency in Robbins Island, Philadelphia. We have been told that 
the paints would be purchased on a negotiated basis. We were in 
touch with them a number of times and they said, “You are on the 
list; you will be coming on soon.” Last week we heard there would 
be no more negotiation. We are now quoting on open bids, with very 
little hope; from the information we have gotten from the people in 
the industry as to the prices at which it was going. 

Mr. Muvrer. Have you submitted any bids on invitation at all? 

Mr. Wiixrnson. Open bids? 

Mr. Mutrer. Yes. 
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Mr. Witxinson. Yes, sir. They have not as yet been acted upon. 

Mr. Muvrer. Have you any comment to make about the specifica- 
tions you received? 

Mr. Wiixrnson. No; the specifications are good. They are tech- 
nically fine, for the purposes for which they are intended. 

Mr. Murer. Have you come across any situation where any of the 
= companies were said to be offering paint to the Government at 
ess than cost? 

Mr. Wiixinson. Oh, yes. 

Mr. Mutrer. Can you enlighten us as to that situation ? 

Mr. Witkinson. No, sir; 1 prefer not to. There is lots of gossip, 
Mr. Chairman. If you want some gossip, I can talk along that line, 
but I have been trying to get some documentary figures on these things 
and I haven’t as yet been able to do it. 

Mr. Murer. If your efforts are successful, will you let us have 
whatever information or evidence you have on that line? We were 
told in Syracuse yesterday by one paint company that there was a 
terrific effort on the part of some people to drive people out of the 
business of supplying the Government with paint by offering it at 
less than cost, and then instead of delivering the right quantity, mak- 
ing up the difference by undershipping and overcharging. If you 
know of anything of that sort we would like to have the full facts. 

Mr. Wiixinson. I doubt whether that is true. I have been told 
people put their price in at the bare cost of materials and then depend 
on whittling down the suppliers. They might make a little bit, and 
in some cases have been successful in doing that. Whether that is a 
violation of the Robinson-Patman Act I don’t know, but they have 
gotten materials at a lower price. 

I hesitate to speak on some of these things. I will try to get some 
figures. 

I understand our Government ships some of the titanium outside 
to Europe, and I am also told Europe is shipping titanium oxide here, 
with the result it is on the market at four times the price. 

Mr. Mutter. We will pursue further and we hope, when you get 
your figures together, you will let us have them. 

Mr. Witxinson. If I get the story on the bids, Mr. Chairman, I 
will be glad to furnish it to you. 

Mr. Mutrer. There is one other question you raised, and that is 
on the matter of the Government probably buying more than it needs 
for the immediate future. 

Mr. Witxrnson. Yes. 

Mr. Murer. Do you have any figures available on that? 

Mr. Wiixrnson. I mentioned that in my statement. While I can- 
not document that, it is quite accepted, and our experience in the last 
war was, that is a duplication. They are purchasing in quantities 
that are just physically impossible to be used for materials that come 
out of the machine shops at the munitions-producing industries for 
another 5, 6, 8, or 10 months. 

Mr. Mutrer. I think you also indicated that you were requested 
bids on very large quantities within a very short length of time. 

Mr. Witkinson. Yes. 

Mr. Mutter. So you could not physically deliver the quantity in that 
length of time. 
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Mr. Witxrnson. The paint can be delivered but it cannot be de- 
livered in that length of time. My point there is calling for delivery 
of paint in 90 days when it would not be needed 18 months from now 
‘is taking that much away from civilian business. 

Mr. Murer. Congressman McKinnon. 

Mr. McKinnon. You touched on my question, Mr. Chairman, the 
question of large procurement. 

Mr. Mvuvrer. Mr. Dalmas. 

Mr. Datmas. Mr. Wilkinson, when you mentioned the 5 to 7 pounds 
you said steel. You meant aluminum, did you not ? 

Mr. Witxtnson. We package the aluminum in steel barrels. The 
ready-mix steel package weighs 3 pounds, and the double-compart- 
ment pac kage weighs 7 pounds, which is a double weight of steel for 
every 5 gallons shipped out. 

Mr. Mvurer. Does any representative of the Government care to 
comment on Mr. Wilkinson’s statement ? 

Thank you, Mr. Wilkinson. 

Mr. Lickey. Mr. Chairman, we have two representatives of the 
foundry industry here in Brooklyn, and I would like to introduce 
Mr. William Taylor. 

Mr. Muurer. Mr. Taylor. 


STATEMENT OF WILLIAM Z. TAYLOR, PRESIDENT, TAYLOR & CO., 
BROOKLYN, N. Y. 


Mr. Moutrer. Will you let us have your full name, address, and 
affiliation / 

Mr. ‘Taytor. My name is William Z. Taylor. I am president of 
Taylor & Co., Inc., of Brooklyn, N. Y. 

Our business is a jobbing foundry, manufacturing gray-iron cast- 
ings We have been in business for 65 years in this borough. 

Our products and customers are widely varied. On the other 
hand, nothing we are making could be construed im the line of gadgets, 
vending machines, or trinkets, or toys, or novelties. To mention a 
few, we make castings for typesetting machines, printing presses, 
water meters, can-making machinery, water valves and hydraulic 
nachinery, machine tools and electric motors of all sizes, ordnance 
and Navy requirements, generally on a subcontract basis. 

We have been serving most of our customers for many years and 
have become specialists in their needs. 

During World War IL a majority of our customers were considered 
as making items which were necessary to arm the Nation and to keep 
up the civilian economy. Therefore our products were considered 
to be defense supporting, and we were given priorities of sufficient 
strength to enable us to get the materi: als and supplies with which 
to operate. 

We are currently employing 342 people. I guess we are one of 
the 2 percent that Mr. Burbank mentioned, but we still consider our- 
selves a relatively small manufacturer. Of these 342 people, most of 
them have been with us for some time, and nearly half are skilled 
workers who put in a minimum of 4 years of apprenticeship. before 
they learn their trade and before they are able to produce sound 
enough castings to suit the needs and the uses of our customers. 
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I don’t know whether I shall take any time to describe what a 
foundry business is. Many of you probably know it. I will just give 
you a few words on it so it will give you an idea why our main short- 
age in pig iron is so important to us. 

Our operation consists mainly of melting pig iron with proper 
portions of scrap iron and scrap ‘steel and other alloys to produce the 
material that is required for the job that the casting is intended for. 
This molten metal is then poured into molds which are made of sand 
which have been prepared by the skilled workers, the molders and 
core makers. After cooling, the castings are cleaned and prepared 
for shipment. We do not machine work. We prepare the rough 

casting, which is then prepared by the manufacturer of the finished 
product. 

Our principal raw-material difficulty has been in getting enough of 
a supply of pig iron. You cannot run a foundry ‘without pig iron 
unless you are making sash weights or material that has no machining 

requirements and poor engineering requirements. Without pig iron 
you get defective castings; let us put it that way. The pig iron is 
produced by the melting and refining of iron ore and will then either 
be used to produce steel plate or other forms of steel, or it is used in 
the making of castings. The steel companies produce the greater part 
of the supply of it and control its availability. In other words, a steel 
producer has his choice as to whether his pig iron will go into steel 
forms or whether it will be sold to foundries. 

During a period of heavy demand for steel, you can see that a large 
part of the pig-iron output will go to the making of that material, and 
the foundries will suffer from a lack of it. 

During 1929 and during the depression which followed, nearly all 
of the pig-iron blast furnaces were forced out of business. One or two 
have since reopened under Government support. They were reopened 
during the last war. None of them serves this area. ‘This area is 
served only by blast furnaces that are controlled by the large steel! 
companies. The availability of pig iron from the steel companies 
rests entirely at the discretion of the steel mills. Their decisions are 
made according to reasons best known to themselves. It is affected 
certainly by the availability of scrap which they can buy and by the 
type of steel which they must produce. 

Our steel requires a higher percentage of hot metal, which is ore pig 
iron, than commercial steel. 

Our own experience is probably more or less typical of what has 
happened in other foundries. As chairman of the Gray Iron Foun- 
dries of Greater New York, consisting of seven concerns employing 
900 men, and as a director of the New Jersey Foundrymen’s Associa- 
tion, covering 60 foundries in northern New Jersey, employi ing some 
5,000 workers, I am authorized to state that the pig-iron sit uation 
throughout this area is not tight, it is acute, and that they all face cur- 
tailment of operations and that no certainty exists as to the availability 
of additional supplies in the future. The only word we can get from 
our pig-iron suppliers is that there will continue to be diminishing 
supplies. I think that is putting mildly the words that they put in 
our own mouths. 

There is also a Brooklyn foundryman here who will tell you about 


his troubles. 
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The details of our own position I can speak of as follows: 

Last fall our pig-iron suppliers began to allocate to their customers 
a definite tonnage of pig iron each month, This was a voluntary allo- 
cation on their part. At first we were given about three-quarters of 
our needs. The amount we were given, I will say, was as much or 
more than we had been using ine to this pick-up in business that fol- 
lowed the outbreak of war in Korea, but we did receive three-quarters 
of our requirements during the fall. Later we were cut to about 60 
percent, and at present we are getting somewhat more than half of our 
needs, The indications are that we will be cut probably in half of 
what we are getting today within the next month or two. All of this 
is in the face of an incre: asingly heavy demand from our customers. 

As the largest general jobbing foundry in this area, making a range 
of work from a few ounces to 10 tons per piece, we are the main or 
sole supplier for hundreds of manufacturers employing tens of thou- 
sands of workers whose basic materials are principally iron castings. 
Any disruptions in our operations must necessarily have a severe chain 

action to our customers. I will say that our suppliers are doing 
the best job they can. Our contact is with the sales office in New 
York. ‘They are doing the best job they can under the circumstances. 
They are not ignoring us, and 1 know we are getting as good treat- 
ment as they give to other foundries, so my statement is not an indi- 
vidual beef. However, that does not avoid the natural consequences 
of a reduced supply of material. 

During the last war, Wor ld War IL, we were able to get all of the pig 
iron we needed through priorities, and I know that today the facilities 
for producing pig iron in this country are as great, or within 10 per- 
cent of being as great, as they were at that time. 

We have been able to keep going and to satisfy—I should not say 
“satisfy”; we haven’t quite satisfied our customers—but we tried to 
satisfy our customers through the fall by dipping into our inventory, 
the stockpile which is necessary to keep us operating efficiently and 
to cope with the ups and downs in customer orders. We were also 
able to secure some imported pig iron, which helped to ease matters. 
Nevertheless, in December we were forced to reduce operations from 
6 days per week to 5 days, roughly about a 15-percent reduction in 
employment. 

We have been helped some by the DO system of priorities. About 
40 percent of our orders currently carry DO ratings, but we have not 
been able to be helped by that 40 percent of DO ratings in securing 
pigiron. We have been able to be helped by it in other supplies. The 
application of these ratings to our orders from suppliers helps to 
maintain at least the present flow, even though that is not enough. 

After this situation became apparent to us, as I say, this acute 
situation of shortage of pig iron had become apparent to us, we ap- 
pealed to the NPA for relief. We were facing the prospect of making 
a lay-off and shrinking our operations, which is something no com- 
pany likes to do. It deprives people of their living, and it makes it 
difficult to get back into full production when the time comes. It 
deprives people of making their living not only in our own plant but 
in the plants of our customers, with whom we have had a relationship 
for years, and none of whom are making gadgets or toys. 

If we have to I: Ly off in a time of m: inpower short: age, it will be very 
difficult for us to get back into full production. The : amount of DO 
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work that we are getting, machine tools and everything else, is mount- 
ing daily. They have just begun to reach the foundries within the 
last month or two. 

We made our National Production Authority appeal to Jack Claus-, 
sen, Director of the Pig Iron Division of the Lron and Steel Division 
of NPA. He was obviously anxious to help but said there was noth- 
ing which could be done for us. He did suggest sources of imported 
pig iron, but so far they have not turned out to be helpful. 

I would like to comment a bit further on the imported pig iron 
situation, particularly with the members of the OPS in the room. 
During the fall of 1950 and for part of this year imported pig iron 
was available from Europe and South America at prices that were 
competitive with domestic pig iron. The American foundrymen 
helped themselves during this time by importing a great quantity of 
foreign pig iron. Over 700,000 tons of pig iron was imported into 
this country during 1950. That, gentlemen, is double the highest 
amount that was ever imported by the United States at any time, the 
last highest amount being back in 1926, I believe. 

However, the European supply has dried up to a mere trickle, and 
we do not expect any more help from this source, particularly with 
the Schumann plan helping to freeze supplies. The desirability of 
the South American supplies is best illustrated by a price comparison. 
We purchase pig iron in the domestic market at a price of $62 per ton 
delivered to Brooklyn. My latest quotation on Brazilian pig iron 
is $107 plus shipping charges from a port inland on the Amazon River. 
Use of this foreign material would mean a substantial price increase 
which cannot be charged under present stabilization rules and which 
would be practically impossible to get from the customer even though 
we were allowed to charge it. 

I have only commented on one phase of our difficulties; unavail- 
ability of pig iron. We do have other problems, but they are minor 
in relation to this one. 

I would like to ask one question about this CMP that was discussed 
that might give us some relief in this time of shortage. There is 
some mention in there—and I don’t have the exact wordage with me— 
that the CMP allotment ought to be filled on a customer-supplier 
relationship. If that is so, would the past suppliers of pig iron be 
required to fill, under CMP, your tonnage regardless of what they 
may have available to ship? 

Now, in this area—and by “this area” I do not mean only Brooklyn; 
I mean the metropolitan area covering northern New Jersey and 
New York and north of New York—the demand per month is for 
some 7,500 tons of pig iron. There has been available, up until the 
last couple of months, about 4,800 tons from the domestic suppliers. 





‘We figure the 4,800 tons that was available has been cut twice by the 


principal suppliers of pig iron to a point that apparently only 20 per- 
cent of the quantity generally is going to be available from here on. 

Is CMP going to make more tonnage available? It means reduc- 
ing the steel supply if they take the pig iron away from the steel 
mills. The steel mills are not burying this pig iron in the ground; 
they are using it to produce steel; they are not using it to produce 
castings. Castings are a necessary industry. You can’t make one- 
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quarter of your armaments if you don’t have the castings to make 
the machine tools or dies to punch out the sides of the tanks, or some- 
thing else. We can’t get along without them. One can’t get along 
without the other. 

As to our immediate future, it is very uncertain. Our principal 
supplier of pig iron can give us no assurance of the volume of ship- 
ments we might expect in May or thereafter except to definitely state 
that it will be in diminishing supply. We have been able to keep all 
our people employed so far, but if we are able to receive the same 
amount of material as during the past 4 months we can only last until 
August. However, that is the best we can do, and any change in 
the supply situation would cause us to make a substantial curtail- 
ment of operations and to lay off employees before then. 

Thank you. 

Mr. Muurer. Congressman McKinnon? 

Mr. McKrynon. | was just wondering what stuff you turned out. 
You say it is for typesetting machines, printing presses, water meters, 
and some of the other things. Do you know, if that is diverted to 
steel, what purpose that is going to serve, how that would rate in 
comparison to the defense effort in essentiality ¢ 

Mr. Tayior. No, I do not, because 1 would not be in a position to 
judge. Your largest steel consumer in normal times is the automo- 
bile industry. ‘That, of course, is being converted into the heavy 
truck program, so I don’t know whether you could gage one against 
the other. I don’t know where the lines should be drawn. 

As to the defense-supporting industry, as far as I am concerned, 
I feel most of our products do tie into it. Most of the castings we 
are making fit into the defense or defense-supporting industry. How 
much of the steel industry fits into that, I don’t know. I also don’t 
know whether CMP, as such, affects pig iron. I can see that it does, 
but that does not say that it does. It affects steel, and pig iron is not 
steel. 

Mr. McKinnon. In this area are the pig-iron manufacturers all, 
or practically all, controlled by the steel companies? Is it one and the 
same operation or else is there a control of ownership there / 

Mr. Taywtor. All of the blast furnaces which make pig iron are con- 
trolled by steel mills through affiliated companies or direct owner- 
ship. 
Mr. McKinnon. Are the steel companies expanding their opera- 
tions into foundry operations ¢ 

Mr. Taytor. No. 

Mr. McKinnon. They are staying out of that completely / 

Mr. Taytor. The steel companies are not in the foundry business. 

Mr. McKinnon. They are not going into it ? 

Mr. Taytor. They are not going into it. They use the pig iron to 
produce steel, which is a good. means of producing steel, and if scrap 
is not available it is the only means of producing it. They use it in 
the form of hot metal and dump it into the open- -hearth furnaces for 
conversion to steel. 

Mr. Terry. I am T. V. Terry, of Terry Bros., Patchogue, Long 
Island. 

I think your pig-iron supply is going to be controlled by your 
blast-furnace capacity at the steel plant. The pig iron is used for 
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steel production and it is used for gray iron foundry production. It is 
just a question whether you are going to have blast-furnace capacity 
enough to produce pig iron for both requirements. As I see it, you 
will find that is the bottleneck. 

Mr. McKrynon. If you expand your steel capacity you must at 
the same time expand the pig-iron capacity; is that right ¢ 

Mr. Terry. The pig-iron capacity is definitely limited by the blast 
furnaces. That would be answer to this witness’ question, whether 
you have got blast-furnace capacity to turn it into pig iron. 

Mr. Taytor. There are plans under way and certificates of neces- 
sity have been issued for the expansion of blast-furnace capacity. 
The blast furnaces are making pig iron now, but at the same time 
under certificates of necessity plant expansion is going on in the steel 
industry, which will probably consume that and there would be no 
more available pig iron for the foundry industry. It is more profit- 
able, I think, to refabricate pig iron into steel. You are using more 
labor today, so you should be able, as a manufacturer, to make a 
greater profit on selling pig iron in the form of steel, structural shapes, 
than you would by selling pig iron to a foundry, providing you have 
enough orders to sell that amount of steel. 

Mr. McKinnon. Don’t you think the solution would be by a re- 
examination of the end product for which the steel, or a great quan- 
tity of steel, is being used, as to whether it is put into the defense or 
civilian economy ¢ 

Mr. Tayior. I think that is the only sohition. 

Mr. McKinnon. That the NPA, for instance, should reanalyze 
their usages and classifications of usages? 

Mr. Tayuor. Yes. 

Mr. McKinnon. That is your only hope for your continuance in 
the industry ¢ 

Mr. ‘Taytor. That is correct, sir. I have one other thing in con- 
nection with that that I would like to just throw on the table. This 
area is served by one main supplier. He is faced—and it is one of 
the reasons why the pig iron available in this area is going to be cut 
so severely, beyond the point it is already cut—he is faced with a 
repair job on his major blast furnaces that serve this area. They have 
not been able to stockpile enough pig iron to take care of that re pair 
period, so while it is acute now, it 1s going to be absolutely impossible 
in a couple of months. There is no other pig-iron producer that can 
step in and fill that gap. 

When I say “this area,” I don’t mean just Brooklyn now. There is 
no other pig-iron producer that can say, “I will use less pig iron and 
take care of all of you while so-and-so is making repairs.” He could 
not do that voluntarily. It could not be done without a Government 
directive, I guess. 

Mr. McKixnoy. Now, during the last war the typesetting-machine 
industry, printing presses, and linotype-machine id wen and all the 
rest of them, went into the manufacture of defense material. Is there 
any sign that they will go into it again soon ¢ 

Mr. Tayior. I can speak for one of them. One of them has taken 
on quite a few defense contracts. It is in the millions, anyway. 

Mr. McKinnon. And they are one of your customers? 

Mr. Taytor. That is right. 
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Mr. McKrywnon. So that will establish you with some DO ratings, 
will it not? 

Mr. Tayior. We have about 40 percent of our work that is DO work 
now. 

Mr. McKinnon. And to keep going you will have to get a larger 
percentage ? 

Mr. Tayvor. Yes. Let us take one of the three you just mentioned, 
with the amount of defense work that they have been able to secure 
it will be a long time, relatively long time before that becomes large 
enough to occupy the facilities of their plants. A lot of it is still m 
the engineering stage, and so forth. Meanwhile, they are still trying 
to keep an organization of a couple of thousand men together, or more 
than that, by manufacturing their present typesetting or printing- 
press machinery. 

Mr. McKrxnon. If they do not keep in operation with civilian 
goods, when the time comes for them to go intensively into the produc- 
tion of goods for the war effort they will not have the facilities to do 
it with ¢ 

Mr. Taytor. They will not have the facilities. It is putting a 
terrific squeeze on the foundry. 

Mr. Muvrer. I think you said you were not getting much help with 
the DO. 

Mr. Tayvor. Not on pig iron, sir. It does not seem to apply on 
pig iron. 

Mr. Mvuurer. You mean when you present your DO you are 
simply told by the supplier, “I am sorry, we haven’t got the material,” 
or “Your DO does not apply to the material we have, and therefore 
we can’t give it to you”? 

Mr. Taytor. We have been receiving, as I said, slightly less than 
50 percent of our requirements. Currently, over a period of months, 
orders have built up to the point that we now currently have 40 
percent on DO, so with 40 percent on DO the pig- ‘iron supplier would 
say, “You are already getting that much material. 

Mr. Muurer. That is ridiculous. Your supplier is supposed to get 
you material for the defense orders. Your allocation is supposed to 
keep the civilian plant going. 

Mr. Taytor. It is not ridiculous, though; it is the plan pursued. 

Mr. Mutrer. I mean it is ridiculous for them to 4 that attitude. 

Mr. Tayzor. That is right. 

Mr. McKinnon. The only way to increase the alloc ation is to have 
the DO apply to just that much over and beyond what the total 
receipts by you are at the present time. 

Mr. Taywor. That is correct, which means cutting out all the 
civilian or defense-supporting that is not rated. 

Mr. McKinnon. It seems to me what we have got to go back to do 
is to rate gray metal against the steel fabrication. 

Mr. Taytor. I think both need consideration in the use of pig 
iron, and I think at the moment steel is receiving the main part of the 
pig-iron output and the steel companies are feeding a few drops of pig 
iron to the jobbing gray-iron foundries, to keep them alive a little bit. 

Mr. McKinnon. At the present time the person who makes the 
decision as to whether pig iron goes to steel or gray metal is the fellow 
who is operating the steel-fabrication plant and the pig-iron plant? 

Mr. Taytor. Yes. 
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Mr. McKinnon. So it is possible for him to be a little prejudiced, to 
have a little prejudiced viewpoint. 

Mr. Taytor. It could be. 

Mr. Mutter. Do any of the big steel companies operate any 
foundries, directly or indirectly ? 

Mr. Taytor. There are some; yes. 

Mr. Mutter. Have they increased their foundry capacity in the 
last year or so? 

Mr. Taytor. Not that I know of. There is only one small foundry 
in the metropolitan area that has any connection with a steel manu- 
facturer, and that connection has existed over a long period of years, 
and the gray-iron output is very, very small. 

Mr. Murer. Have you presented your problem, particularly with 
reference to DO, to the NPA? Have you called the NPA’s attention 
to the fact that you are not getting the material ¢ 

Mr. Tayvor. I think if you are conversant with Mr. Claussen, we 
discussed it, and I think he, in turn, reiterated the statement I made to 
you, that “You are already receiving enough pig iron to cover the 
amount of work you may have on DO; you would not be entitled to 
receive any more on a DO basis.” 

Mr. Murer. And Mr. Claussen is who? 

Mr. Taytor. Mr. Jack Claussen is the Director of the Pig Iron Divi- 
sion of the Iron and Steel Division of the NPA. 

Mr. McKinnon. You did not know Mr. Claussen before you went 


down there ? 
Mr. Taytor. No: I did not know Mr. Claussen before I went down 


there. 
Mr. McKinnon. What was he doing before he got his present posi- 
tion ¢ 


Mr. Taytor. He was a salesman for pig iron prior to the last war. 
He had a similar position in Washington during World War II. 

Mr. McKinnon. He was a salesman for pig iron? 

Mr. Tayvor. Prior to World War IT. 

Mr. McKinnon. Whom was he employed by? 

Mr. Taytor. The concern is now defunct. I think it was Rogers, 
Brown & Levino. 

Mr. Havusenner. I am O. L. Hausenner, legislative chairman of the 
Accountants Association of New York. I would like to ask the witness 
whether it is not more profitable to put the pig into fabricated steel by 
the larger manufacturer than it is to sell it to the foundry. 

Mr. Mvutrer. I think he has already indicated that. He made that 
point rather strongly. Am I right? 

Mr. Taytor. I am not in a position to provide any figures, but if you 
add more labor to raw material you naturally sell at a higher price. 

Mr. McKinnon. You get two mark-ups instead of one? 

Mr. Taywor. That is right. 

Mr. Terry. I would like to say I was connected with General Motors 
back in 1924. We had this pig iron problem at that time, that is, the 
high price of pig iron, so what we did, we cut out the use of pig iron 
for malleable castings. We took baled steel scrap, melted it down ina 
cupola, drew it off into the electric furnace, drew off a sample from the 
electric furnace, treated the analysis so as to make malleable iron, and 
poured that malleable into castings. This eliminated the high price of 
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pig iron. I think at that time we were paying $26 or $28 a ton for pig 
iron, and we utilized steel scrap that the corporation was selling for 
a dollar a ton, and that corrected that condition. 

What I want to bring out, sir, is we need, in this area a steel mill. 
New London has been suggested as the area for a steel mill. If we 
would put a steel mill in New London and put a blast furnace there, 
they could produce pig iron for a jobber in New London and they could 
ship it anywhere else in the United States, because the ore could be 
hauled by water and the pig iron could be hauled back here to Brook- 
lyn. 
As I see it, we have got ample capacity to justify a steel mill at New 
London to take care of the industry in this industrial area. 

Mr. Muurer. Whom do you suggest for putting up that steel mill? 

Mr. Taytor. Mr. Chairman, the application has already been made 
for that steel mill, not for the blast furnace but for the steel mill, 
but that is very controversial and apparently is being rejected, and the 
certificate of necessity expires within 2 weeks. There are plans for 
steel mills and blast furnaces to go up in the vicinity of Trenton, 
along the Delaware, and the ground is being cleared for one of them 
now. The ore for that plant will be brought from South America. 

But there is no consideration being given in the erection of that 
plant for supplying or selling virgin pig iron. In fact the fear is it 
will put a further drain on the available pig iron. 

Mr. Datmas. Mr. Taylor, it will also put a further drain on the 
scrap will it not? 

Mr. ‘Taytor. That is correct. 

Mr. Terry. I think you are going to find the volume in the pig 
iron situation is determined by your blast furnace capacity. 

Mr. Taytor. That is right. 

Mr. McKinnon. What is the situation in regard to the supply 
of scrap? How available is it? Is that tight? 

Mr. Taytor. Scrap is reasonably tight. It can’t be bought with- 
out having to spend a day on the telephone. 

Mr. McKinnon. What is the price of scrap now? 

Mr. Taywor. The selling price established by the OPS—I don’t 
know the exact price, but I think in our territory the price of ma- 
chinery scrap, which is the main scrap we use, is $52, plus trucking 
and plus brokerage. 

Mr. McKinnon. It is impractical to take scrap for your entire 
metal in the casting? 

Mr. Tayrtor. It is absolutely impractical, in a cupola operation, 
to produce machinery scrap castings. 

The gentleman who just spoke mentioned malleable iron. Malleable 
iron goes through a heat treatment and a soaking which will take 
care of the hardness and brittleness which is involved in a scrap mix, 
They heat-treat it for a lengthy period of time to produce the Token 
softness. By using mixtures entirely of scrap iron you produce 
shrinkage, brittleness and hardness, which se sb the product un- 
acceptable, from the point of view of the man who has to machine 
it to produce the finished product, 

Mr. Datmas. Mr. Taylor, most of the malleable iron is .used for 
pig iron also? 

Mr. Taytor. That is correct. 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1335 


Mr. D: 1LMAS. How is the foundry-coke situation in this part of the 
country ¢ 

Mr. Tartor. The situation in foundry coke has not been too bad, 
It is much better thans it has been for 2 years. 

Mr. Datmas. Do you know what the total gray-iron foundry out- 
put of the country is right now, that use pig directly in gray-iron 
castings and malleable castings ¢ 

Mr. Tayvor. I do not; no. I have seen the figures. I could be off 
a million tons, so I am not going to say. 

Mr. Muurer. Are you for or against this proposed plant in New 
London / 

Mr. Tayvor. I have no side on the matter. I don’t know whether 
it would help or would not help. It may just put a further drain 
on the area, and then again it may improve it. Actually, the ores for 
that plant in New London are supposed to come from Labrador, and 
the plants in Trenton are supposed to draw their ore from South 
America, where the U. S. Steel has large ore holdings. U.S. Steel 
has no connection with the plant in New London. I think that is 
the Nyatic. That thing has been so held up with A complaints, 
and everything else, that I don’t think it is going through. 

Mr. Muurer. Does Mr. Bartlett care to make any comment with 
reference to the problem presented by this gentleman ? 

Mr. Barrierr. It certainly ought to relieve that situation as far as 
defense and defense-supporting production is concerned, because it 
gives a definite allocation, plus the requirements for civilian needs, 
which, of course, were based on necessity, that is, there will be some 
distinction made in civilian requirements. 

Mr. Muurer. What about his statement that there is some doubt 
as to whether it applies to pig iron? 

Mr. Bartierr. Frankly, 1 am not able to answer that, whether it 
come in the DO or not. 

Mr. Mutter. Will you try to get the answer for us, so we can find 
out whether it does apply to pig iron and, if it does not, why it does 
not? Ifthe regulation needs amplification we ought to get it. 

Mr. Barrier. Yes. 

Mr. Taytor. And if it does apply to pig iron, is the regular sup- 

lier obligated to fill the requirements of whoever wants it? Pig 
iron is not under any control, 

Mr. Barrierr. That depends on whether it comes under the steel 
order. 

Mr. Mvvrer. He is getting DO’s but his DO’s are no good to him, 
Will you check on that phase of it, too? 

Mr. Bartterr. Yes, sir. 

Mr. Muurer. Mr. Taylor, General Thomas has a question. 

General Tuomas. Do you have subcontracts for the Air Force? 

Mr. Taywor. No, sir; we do not. 

Mr. Motrer. Mr. Terry, I think your problem is rather allied to 
that of Mr. Taylor. Do you want to say anything more at this time? 

Mr. Terry. No. I just happened to be experienced in that line of 
work and I thought what I had to say might help in the situation. 

Mr. Muurer. You want to talk in connection with the automobile 
situation ? 

Mr. Terry. That is right. 
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Mr. Mutrer. Mr. Taylor, is there someone else here from your 
industry ¢ 

Mr. Taytor. Mr. Halloran. 

Mr. Muurer. Mr. Halloran, will you come up, please. 


STATEMENT OF THOMAS E. HALLORAN, PARTNER, METROPOLITAN 
IRON FOUNDRY, BROOKLYN, N. Y. 


Mr. Hatitoran. Mr. Chairman, my name is Thomas E. Halloran, 
and I am the active partner in and operate the Metropolitan Iron 
Foundry. We have been in business in Brooklyn for 52 years and 
produce gray-iron castings. 

My experience during the defense program has been similar to that 
of Mr. Taylor, who preceded me. The type of operation and the 
manufacturing process is the same. Hoth of us use the same mate- 
rials. Therefore, I will confine my remarks to those elements in my 
own situation which may vary from Mr. Taylor’s statement. 

Our product is principally castings for machinery of all types 
which are manufactured by our customers. We also do shipyard 
work and our prime specialty is what is called “breakdown” mainte- 
nance work. This consists of casting parts needed for machines which 
have broken down or are being repaired, and where it is necessary to 
produce the work in a very short time. Our other orders are on a 
purely jobbing basis; we produce castings in relatively small quanti- 
ties and short runs. It may be that the CMP will be the answer to 
that, | don’t know. These products I have just mentioned all go 
into equipment which is considered necessary for the civilian economy. 
During the last war our customers were rated as having high priority 
for this reason. 

Our company is somewhat smaller than Mr. Taylor’s. We employ 
90 people in the same occupations mentioned by him. 

Our experience differs from that of Mr. Taylor’s in that we were 
not operating at capacity during 1950. It is only since the first of 
the year that our business has increased to somewhere near what might 
be called capacity. Consequently, we did not feel the pig-iron short- 
age seriously until the first part of this year. During the first quarter 
we found it necessary to use a part of our pig-iron inventory in order 
to have enough material to fill our orders. In that way we were able 
to keep up production. Since we also had some manpower problems 
at that time in the process of getting back to capacity operations, any 
shortage of pig iron was not considered really serious. 

However, the situation in pig iron for us is rapidly changing. We 
have been cut somewhat below previous shipments for April and we 
expect further cuts for future months. This will undoubtedly mean 
that, in the face of steadily mounting orders for castings, we will 
probably not be able to produce what we should. Whether we will 
have to reduce employment in the summer is a difficult question to 
answer, simply because we do not know how far the cuts in allocation 
of pig iron will go. I can certainly say without any question that 
there is a continuing drop in the amount of pig iron available to us. 

There is only one answer to this problem that I know of: This is 
to provide some sort of governmental] allocation to the foundries. 
These foundry products are certainly a necessary part of the defense- 
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supporting effort. Without them, you cannot have the machines with 
which to manufacture war materials. Consequently, some provision 
should be made to provide for allocations of pig iron which will enable 
the foundries to fill their orders. 

I simply made a very brief statement to support Mr. Taylor. 

Mr. Murer. Thank you, Mr. Halloran, Do you have any ques- 
tions, Mr. McKinnon ¢ 

Mr. McKrywnon,. No. 

Mr. Murer. Mr. Dalmas? 

Mr. Datmas. No. 

Mr. McCormick. Mr. Chairman, with the permission of the com- 
mittee, I would like to talk to Mr. Taylor and Mr. Halloran briefly 
on the price situation in pig iron, both imported and domestic. 

Mr. Taytor. We will be very glad to talk to you. 

Mr. McCormick. Right now / 

Mr. Taytor. Yes, sir. 

Mr. Mutrer. Now, then, I think we will try to take one other 
witness, in order to make up some of the time that we lost this 
morning. Can Mr. Benoit come forward ¢ 

Before we take Mr. Benoit’s statement, Mr. Dalmas is going to 
put in the record some information which we would like to have 
NPA supply to the committee, so we may properly analyze the 
problem as presented by the last two witnesses. 

Mr. Damas. Mr. Chairman, I would like for NPA to furnish the 
committee figures on the total tonnage of pig iron used by gray-iron 
foundries in the United States for the years 1949 and 1950. 

The same information for malleable foundries. 

A statement from the Administrator of NPA on the extent that 
pig iron is being diverted from the foundry industries to the manu- 
facture of steel. 

And what plans NPA may have for increased production of pig 
iron to the merchant market. 


STATEMENT OF C. A. BENOIT, JR., VICE PRESIDENT, PERMATEX 
CO0., BROOKLYN, N. Y. 


Mr. Moucrer. Will you give your full name, address, and affiliation 
to the reporter / 

Mr. Benorr. My name is C. A. Benoit, Jr. I am a vice president 
of the Permatex Co., located in the Sheepshead Bay district of 
Brooklyn. My address is 1720 Avenue Y, Brooklyn. 

As a general description, our company manufactures automotive, 
aviation, and industrial chemicals for maintenance and production 
uses. More specifically, we manufacture sealing and assembling 
compounds, grinding compounds, polishes, cements, paints, and 
specific-purpose oils and lubricants. We manufacture approximately 
50 different items. 

All of these items eventually reach the consumer at the retail levels. 
We sell only through jobbers and distributors and direct to manu- 
facturers. 

Our largest sales are in the field of transportation, namely, auto- 
mobiles, trucks, busses, airplanes, railroads, and marine. However, 
we do sell a substantial volume of items in other fields, such as plumb- 
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ing, heating, farm, public utilities, industrial manufacturers, and 
plant maintenance. 

In the transportation field our products are used mainly for mainte- 
nance purposes. Our claim to fame in this field is that we are the 
largest manufacturer of sealing and assembling compounds in the 
world. We have 14 branch offices over the country, with a sales force 
in excess of 50 men, covering every State. We also sell in the export 
trade. , 

As I understand the purpose of this meeting, you gentlemen are 
interested in basic facts. That is exactly what I will present: basic 
facts about our manufacturing problems due to Government restric- 
tions and allocations. In order to give you the proper picture, I think 
it best to present these problems in chronological order. 

During September and October of 1950 we were unable to fill orders 
on hand for certain items due to the steel shortage and our inability 
to get sufficient steel 5-gallon and 53-gallon drums. ‘This seems rela- 
tively unimportant, but please keep this fact in mind as it has a direct 
bearing on the next problem. 

Early in January of this year, military orders for isopropyl alcohol 
caused a shortage of this chemical for civilian production and our 
supplier of isopropyl alcohol placed us under allocation. I believe 
this was a voluntary allocation. The allocation was 70 percent of our 
1950 purchases. However, in figuring the purchases for 1950, they 
took the total of the first 10 months, divided this by 10 to establish a 
monthly average, multiplied this figure by 2 and added this amount to 
the first 10 months, so as to cover the 12-month period. 

Now, as it works out, we were doubly penalized under this system. 
We did not have steel drums in October 1950. Therefore. we did not 
purchase the isopropyl! aleohol we needed. Thus we lost this quantity 
on the allocation. Secondly, we did get our steel drums during 
November and December and bought tremendous quantities of iso- 
propyl alcohol to fill our back orders. Yet the suppliers did not 
figure this at all in the allocation and our cut on the supply of iso- 
propyl alcohol was not 30 percent but closer to 40 percent. 

Isopropyl! alcohol is a very important raw material to us. We con- 
sume hundreds of thousands of gallons a year. 

At this point we were faced with the problem of either cutting 
down our production and laying off our help or finding a substitute 
material. We chose the latter solution because we wanted to keep 
our employees working and we faced the problem of not being able 
to get them back when the isopropyl-alcohol picture improved. 

Following this course of action, we purchased denatured ethyl 
aleohol, which is more plentiful. This substitute was a very tough 
financial pill to swallow because we had been buying isopropyl alcohol 
at 4414 cents a gallon and we had to pay $1.05 per gallon for the de- 
natured ethyl alcohol. 

Now to add to our difficulties, we have had repeated calls from 
certain individuals offering us isopropy! alcohol at the black market 
price of 80 to 85 cents per gallon. One wonders where this black- 
market isopropyl alcohol comes from. Furthermore, we have re- 
ceived reports that large quantities of this material are being sold 
for export. Once again we wonder why this company continues to 
supply the export trade when the material is so vitally needed to 
keep up our civilian economy. . 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1339 


On the subject of tin cans, National Production Authority Order 
M-25, dated January 28, 1951, restricts our purchases of tin cans 
generally to 90 percent of the base period of the first quarter of 1950. 
On top of this, this company, a very large company, we know is limit- 
ing its customers to 77 percent of the Government allocation. — 

Ragedine aluminum, Government orders have made this item so 
critical that we have had to switch from aluminum collapsible tubes 
to lead. This affects our price picture, due to lead weighing 514 
times as much as aluminum and increasing our shipping costs pro- 
portionately. 

Now I would like to digress slightly from the shortage and alloca- 
tion picture, in order to show you a byproduct of these problems, 
which in itself is a tremendous headache to us. 

Any time that raw materials become scarce, purchase orders must 
be placed far in advance of delivery. Furthermore, it becomes more 
and more difficult for vendors to deliver these raw materials on the 
dates they are needed. To give you an example of this, at the present 
time we have to place orders for our shipping and packing carton 
deliveries 8 weeks in advance. 

Now let’s take a hypothetical problem. We want to produce a 
certain product on a certain date. There are 50 raw materials that 
are necessary toward the completion of the ultimate product. We 
order all 50 of these items 8 weeks in advance to be delivered on a 
Thursday of a certain week. We plan our production so we may 
start making this product on Monday. On the Thursday, when all 
50 of these items are due in, 49 have arrived. The fiftieth item we 
find out will not be delivered for at least another week and possibly 
longer. That means that all of our production equipment, which 
we have standing there ready to make this product, is useless and 
unproductive until this fiftieth item comes in. Furthermore, we have 
to oy off a certain number of our employees because we cannot keep 
them busy. On top of this, we have tied up a very large proportion 
of our capital in the 49 items that have been delivered, and we have 
to pay for them. We also have these 49 items consuming very val- 
uable warehouse space in our plant, thus forcing us to throw other 
incoming raw materials into public warehouses and, once again, de- 
creasing the amount of capital with which we have to operate. 

Now our problem does not stop here. Actually it snowballs into 
an even greater problem. Inasmuch as we cannot produce this item, 
our orders on hand wipe out our stock and back orders are building 
up. Another product is held up in production for the same reasons. 
In other words, a certain vital raw material does not arrive when 
scheduled, stock is wiped out, and back orders pile up. When we 
finally get to the point where we can produce these items, orders on 
hand are of such tremendous volume that we have to schedule shorter 
runs of “genpore: so as to clear out our back-order file as rapidly 
and fairly as possible. This means we are cutting down on the effli- 
ciency of our production lines which, once again, cuts very deeply 
into our profit picture. 

Now to get back to Government restrictions. On April 5, 1951, we 
received the most serious setback, possibly, in our history. From the 
Department of Agriculture, Production and Marketing Administra- 
tion, we received Defense Food Order No. 1. This order restricts the 
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use of castor oil. Appended to this order is a list of products in 
which castor oil can be used. Opposite each product is the percent- 
age of base-period usage of castor oil allowed. In this appendix, 
they have listed 16 items, giving them a percentage range from 100 
percent to 30 percent. At the bottom of this list, it says, “all others 
20 percent.” 

Inasmuch as we are not included in the 16 items mentioned, it means 
that we are cut to 20 percent of our production of all of our castor-oil 
products. 

We feel that this isa grossinequity. We feel that we area very vital 
link in the transportation field of our country. The use of our sealing 
compounds in this transportation field is vital toward the upkeep of 
equipment. We feel that the restriction of production of such vital 
items as our sealing and assemoling compounds, and practically eiim- 
inating these products from civilian markets, will have terrific reper- 
cussions in the transportation phase of our economy. 

What good are 714 million trucks if you cannot run them because 
you cannot maintain them ¢ 

In the Defense Food Order No. 1, under appendix A, where 16 
items are listed, there is one that states “Hydraulic fluid 100 percent.” 
This illustrates why we feel this defense order is unfair. Both hy- 
drauliec fluids and sealing compounds are necessary to transportation, 
and equally so. Therefore, both should have preference for raw 
material. 

We have been manufacturing sealing compounds since 1909 and we 
know, from the expenditure of hundreds of thousands of dollars in our 
laboratory and the laboratories of other chemical manufacturers 
through the country, that no substitute for castor oil has been found 
so far that can be used in the formulation of a sealing or assembling 
compound and still get the necessary results. 

Under date of April 10, I wrote to the Director, Fats and Oils 
Branch of the Department of Agriculture, with reference to Defense 
Food Order No.1. I would like to point out some very pertinent facts 
in this letter. 

Our compounds are used in the assembling of unions, flanges, or couplings 
where an internal gas or liquid must be contained under varying conditions of 
hent and pressure. An example of this is the cylinder head of an automobile 
engine. Our compounds are spread on the gastket between the cylinder head 
and block. It forms a seal that will expand and contract with the varying heat 
changes of operation without allowing the combustion pressures to break through 
the gasket. 

This illustrates just one of the uses of our sealing compounds in an auto 
mobile. There are over 100 different places where a sealing compound is used 
on a standard automobile, i. e., spark plugs, radiator hose, oil pan, gas lines, 
oil lines, water pump, carburetor, hydraulic lines, fuel pump, gas tank, brake 
lining, ete. 

Our production of sealing compounds exceeds 1,500 tons a year. Castor oil 
is the most essential ingredient that we use in the formulation of these com- 
pounds. 

We very strongly feel that assembling and sealing compounds are as impor- 
tant as hydraulic fluids to the transportation and kindred industries for the 
defense of our country. 

Since our assembling and sealing compounds are mainly used for maintenance 
purposes, it is readily understandable that, as automobiles and other transporta- 
tion equipment become more and more scarce and have to be used for a greater 
number of years, requirements for basic maintenance materials, such as our 
compounds, will increase in direct proportion to the extended period of time 
that equipment must be kept in operating condition. 
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Gentlemen, here is a very vital and most important factor of this 
letter : 
If we do not secure any relief from this restriction and are compelled to reduce 


the manufacture of our commodities accordingly, in all probability it will neces- 
sitate our laying off or dismissing up to 80 percent of our employees. 


We closed this letter by saying: 

We respectfully and earnestly request an equitable relief under this regulation 
and to be included in appendix A at 100 percent. 

Tocontinue this picture of castor oil and why we feel deeply shocked 
at this regulation, for the past 10 years we have filed a report with 
the Department of Commerce every 30 days, stating our consumption 
of castor oil during the period. This was required by law of any 
manufacturer who consumes more than 30,000 pounds of castor oil a 
quarter. ‘Therefore, the Government has known for 10 years that we 
have been a major user of castor oil. Yet, we were not consulted nor 
even recognized on this Defense Food Order No. 1, even though they 
did recognize the importance of the transportation industry toward 
our defense, by allowing hydraulic fluid 100 percent. 

Gentlemen, these are the facts. These are our problems. We have 
to operate a company which supplies a vital, if not the most vital, field 
in our country, with an equally vital commodity. We are in a com- 
petitive field. We have all of the problems of selling and merchan- 
dising and, on top of these, we now have the problem of survival, both 
for the industry which we serve and for our company, itself. 

Mr. Muvrer. That is a very fine statement. I think you presented 
three problems. Taking the last one first, maybe you ought to enlist 
the aid of the baby lobby to get the castor oil. For the babies there 
are no restrictions / 

Mr. Benorr. That is right. 

Mr. Murex. I note we do not have a representative of the Depart- 
ment of Agriculture here, and so we are going to drop it in the lap of 
Mr. Bartlett. I think this is a problem that requires some cooperative 
effort between NPA and the Department of Agriculture to get this 
situation cleared up. 

Mr. Barrierr. We would be very glad to follow that through, 
particularly in view of the fact that you have filed quarterly reports, 
as I understand it, with Commerce during the last 10 years indicating 
your normal consumption. 

Mr. Benorr. Yes. 

Mr. Barrierr. This defense order restricts your use to 20 percent 
of the normal use? 

Mr. Benorr. Twenty percent. 

Mr. Bartierr. If you would like to make it a matter of record I 
would suggest that you take it up in writing. -We have a little office 
here which would be glad to handle any appeal in undue hardship 
eases. That applies to everyone present here. 

Mr. Mvotrer. In other words, what this gentleman can do, even 
though it is an order of the Department of Agriculture—as other 
gentlemen can do who have problems—if there is an outstanding order 
of one of the emergency agencies which affects the industry unduly 
and creates a hardship on anybody, you have the right to go to the 
local office of the NPA and present your claim there, and you should 
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do it in writing, and ask for relief because of the hardship imposed 
upon you. I could not say whether the local office of NPA would 
be given jurisdiction to entertain the complaint and process it. As 
of this moment I think it must be processed locally. 

Mr. Bartterr. It should be initiated locally here. 

Mr. Benorr. According to the defense food order, it is stated in 
there that an appeal for relief should be sent to Washington. 

Mr. Barrierr. We would be happy to follow it through. 

Mr. Mutrer. There are two things involved here: First, you have 
got the Department of Agriculture Defense Order No. 1 which applies 
to the item you need so badly in your industry, which is a food order. 

Mr. Benorr. Yes. 

Mr. Murer. You may apply there and get some modification, so 
far as you are concerned. On the other hand, you have the right to 
apply to NPA that you be exempted from the effect of that order and 
be permitted to get the product that you need for survival, in order to 
carry on your enterprise. 

I think, while Mr. Bartlett will follow through, you nevertheless 
ought to file a written complaint with the NPA locally asking for an 
exemption because of hardship, from the effect of that order and let 
them send it through the regular channels and let Mr. Bartlett work 
on it in Washington. If you do not get rather quick relief or action 
on it you can contact us by writing to the House Small Business Com- 
mittee in Washington and keep us advised as to what is happening. 

Now then, as to your price problem, the same applies to you as to 
every other man who runs across black marketing and violation of 
price control. I wish you would give to the Office of Price Stabiliza- 
tion the exact particulars as to such price violations. They are set 
up to go after the violators. 

We are going to keep the economy in this country safe only if every 
man in industry and business in this country is going to cooperate with 
us. It is not a matter of squealing, it is not a matter of tattling, it 
is a matter of keeping the other fellow in line. There are some men 
who, no matter what you do, will get out of line and commit violations. 
If the rest of the decent citizens of this country will not help us 
police this situation, we will never be able to cope with it. So if 
you men run across a price violation, or any other violation, 1f you 
report it to the appropriate agency—so far as price is concerned that 
is the local office of NPA—I know they will want your cooperation, 
and if you work together on it we will lick this problem. 

The third problem you posed is one of export controls. That, I 
think, comes within the Department of Commerce, but not NPA. 

Mr. Bartierr. We will be very happy to handle that, too. Asa 
matter of fact, we have a representative right here now from the 
Department of Commerce, New York Regional Office, Mr. Kenneth 
S. Kirkland, and he will be glad to take up your export problem. 

Mr. Mutrer. Is Mr. Kirkland in the audience? 

Mr. Kirxianp. Yes. 

Mr. Mvtrer. Will you come forward, sir? 

The problem that this gentleman posed with reference to exports, 
as I understand it, some of the materials that are in short supply here 
are, nevertheless, permitted to be exported. Is that right? 

Mr. Krrxianp. That is something which you should take up with 
Mr. Meyer Diamond in our office at 42 Broadway. I am not in the 
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export part of the office. We will be glad to discuss that with you at 
any time. 

Mr. Muurer. Congressman McKinnon I think very properly sug- 

sts it is a matter of policy that may have to be determined in Wash- 
ington. 

Mr. Kirkianp. It can be initiated in our office, which is more con- 
venient than the merry-go-round. 

Mr. Mutter. Now, Mr. Benoit, will you initiate it here? 

Mr. Benorr. Yes. 

Mr. Mutter. And send a copy of whatever you furnish to either 
department to our committee in Washington so we can follow through 


on it, too? 

Mr. Benorr. I certainly will, sir. 

Mr. Muvrer. Thank you very much. 

Mr. McCormick. Mr. Chairman, we would like to speak with him, 
too. 
Mr. Mutrer. Fine. I think we will recess now until 2 o’clock. I 
am sorry we could not hear all the witnesses that were scheduled this 
morning, but I am sure before we get through we will hear everybody 
that wants to be heard. 

(Whereupon, at 12:45 p. m. a recess was taken to 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


(The hearing reconvened at 2 p. m.) 

Mr. Mutter. Gentlemen, let us come to order, please. 

At this time I will place in the record a statement on behalf of the 
Lucy Lynne Inc., signed by its attorney, Samuel Weiss, which will 
be made a part of the record in lieu of their testifying orally. 

I will also place in the record at this time a statement on behalf of 
the Associated Bedding Manufacturers of Greater New York, Inc., by 
its secretary, Jacob H. Siegel. 

I will similarly place in the record a statement by S. Z. Jacobs, pres 
ident of the Atwood Bookbinding Co., in lieu of his attending and 
testifying personally. 

I will similarly place in the record a statement by Mr. Milton G. 
Inkeles, chairman of the butter committee, New York Mercantile 
Exchange, in lieu of his testifying orally. 

(The statements referred to are as follows :) 

New YorK MercantTite ExcHANGE, 
. New York, N. Y., April 4, 1951. 
House SMALL BUSINESS COMMITTEE, 
Borough Hall, Brooklyn, N. Y. 

GENTLEMEN: I am writing this letter to you on behalf of the New York Mer- 
cantile Exchange, which is an organization composed of approximately 350 mem- 
bers, all of whom are in the butter and egg business or allied lines. The great 
bulk of our members do business in metropolitan New York and it is a safe 
assumption to say that we represent the entire butter industry in New York 
City. We are writing this letter to you to state our objections to the recent an- 
nouncement by the Deparment of Agriculture that it will support the price of 
grade A butter at 66 cents through the country. 

(1) Support prices, by their very nature, become maximum prices during the 
crop season. In other words, the maximum wholesale price of grade A butter 
throughout the country during the flush season will be 66 cents. 

(2) The great bulk of the butter consumed in New York comes from the North 
Central States, principally Minnesota, Iowa, and Wisconsin. 
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(3) Today the price of grade A butter in New York is exactly at support 
price, namely 66 cents. Yesterday and the day before it was below the support 
price and indications are that the Government will shortly be obliged to buy 
butter under its support program. When this situation arises the dealers close 
to the producing section of the country have a tremendous advantage over those 
in New York because the price of 66 cents is Nation-wide. Therefore, a creamery 
could sell its butter direct to a dealer in the Midwest at 66 cents, whereas if it 
would ship its butter to a dealer in New York it would only net 66 cents, less, 
of course, the additional freight which amounts to approximately 1% cents. 

(4) The more attractive price in the Midwest has reduced the volume of trade 
and employment in the New York City area. 

(5) In 1950, under the same no-differential basis, New York could attract only 
one-tenth of its share of needed surplus. The city of Chicago alone had in 
storage four times the amount of butter held by New York. It is obvious that 
the creameries in the Midwest would sell their butter to those dealers located 
geographically closer to the production areas rather than ship their butter to 
New York and incur the additional 144 cents per pound freight. If the Govern- 
ment under its support pregram pays 66 cents for butter in Illinois and 66 cents 
for butter in New York, naturally the dealers in Illinois would ultimately take 
the entire supply away from New York. 

(6) For a period of 2 years the New York trade has been urging the Depart- 
ment of Agriculture to allow for a freight differential. Now it is faced with the 
necessity of curtailing its operations, reducing its laber force, and in some in- 
stances going out of business. 

(7) The Department of Agriculture, when the situation is reversed, recognizes 
our contention. Last year when the Department of Agriculture sold back the 
butter it had purchased under its support program it charged the dealers in 
New York 1 cent more per pound than it did the dealers in the Midwest, and 
the argument advanced for this discrepancy was that the Government in selling 
its merchandise had to take into consideration the additional freight from the 
Midwest to New York. In other words, the dealers in the Midwest were able to 
buy Government butter at 68 cents, whereas the dealers in New York had to pay 
64 cents for butter located in the East. 

We might illustrate this by the purchase on April 2, 1951, 2 days ago, by the 
Government of 48,640 pounds of grade B butter at 64 cents in Chicago. Chicago 
is located relatively close to the producing section. The same creamery, had it 
shipped its butter to a New York dealer for sale to the Government, would 
have received 64 cents but it would have cost him 144 cents per pound more to 
ship to New York. If we multiply this example it is apparent that the method 
of supporting the price of butter discriminates against New York. 

We sincerely hope that this information will aid you in taking this matter up 
with the Department of Agriculture. 

Very sincerely yours, 
MILton G. INKELES, 
Chairman, Butter Committee, New York Mercantile Exchange. 
Atwoop BcoKksInpINnG Co., 
New York, N. Y., April 17, 1951. 
House SMALL Bustness CoM MITTEE, 
Borough Hall, Brooklyn, N. Y. 

GENTLEMEN : Please be advised that we have found it impossible to be able to 
secure Government work directly for our plant. Up to this writing we have 
found that printing and binding has been placed with printing firms only, and 
the printers who have gotten the orders have been price shopping the binding 
firms to such an extent that very few binderies care to do business with these 
printers. 

Practice of this nature on the part of the printers can only serve to hurt the 
war effort and will ultimately result in the production of poorly made books, 
coupled with a general indifference to produce same with care, due to such 
tactics. 

We believe the only solution would lie in placing orders directly with the book 
and pamphiet binding plants in New York and/or in conjunction with their 
association. 

Yours very truly, : 
S. Z. Jacons, President. 
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ASSOCIATED BEDDING MANUFACTURERS OF GREATER NEw York, INC., 
New York, N. Y., April 17, 1951. 
House SMALL Business COMMITTEE, SUBCOMMITTEE No. 1, 
Borough Hall, Brooklyn, N.Y. 
(Attention Hon. Mike Mansfield, chairman.) 

GENTLEMEN: The proponents of this memorandum desire to thank the com- 
mittee for the opportunity to present what they consider to be the most impor- 
tant business problem facing them today. 

Any assistance in the solution of that problem will result not only in the grate- 
ful acknowledgment of the manufacturers but of their employees as well. 


HISTORY 


The Associated Bedding Manufacturers of Greater New York, Inc., is a non- 
profit organization duly incorporated in 1928 under the membership corporation 
laws of the State of New York. 

Its members are all small-business men, employing from 10 to 50 workers in 
each plant, who are members of Bedding Local 140, which is affiliated with the 
United Furniture Workers of America, C1O. 

The association and its members, a partial list of which is annexed hereto, have 
had contractual relations with this union for approximately 20 years. 

All the employer members of the association conduct business in factories 
located in the metropolitan area and are engaged in business as manufacturers of 
mattresses and sleeping equipment and compete with each other and nonmembers 
in attempting to meet civilian requirements for their products in this area. 

The congressional Small-Business Men's Committee has been asked to intercede 
because of the inability of the association and its members to solve their problems 
relating to: 

(1) The present difficulty of small manufacturers to obtain components 
of mattresses consisting of steel wire, cotton, and cotton linters. 

(2) The workers’ wage differentials and other benefits, imposing an un- 
necessary and overwhelming burden on the small mattress manufacturers 
in this area with respect to its application in present Government bidding 
procurement. 

(3) The present lack of sufficient civilian business to maintain the work- 

* high standard of living according to the requirements of this area 

a Pr The difficulty encountered by the small-business man in complying 
With antiquated Government specifications for the manufacture of 
mattresses. 

(5) The necessity to promulgate suitable rules to be applied by the Quar- 
termaster Department permitting negotiation of Government contracts to 
be produced on an allocation basis with a representative group of employer 
manufacturers. 

COMPONENT SCARCITY 


In the manufacture of mattresses for civilian or governmental use, cotton 
and cotton linters are a prime requisite. These products as well as steel wire, 
a necessary component for civilian and governmental innerspring mattresses, 
are presently in scarce supply. When Government orders are obtained, the is- 
suance of DO's is not effective to obtain these products. In their absence, de- 
lays in fulfilling Government schedule requirements are inevitable. 

The efforts of the small manufacturers to obtain any business, civilian or 
Government, would be for naught, if it were impossible to acquire the necessary 
component materials in the usual course of business. 

While it is acknowledged that this difficulty is evident in other industries, its 
solution should be the very first order of business of this committee. Perhaps 
the small businessman would be best served by a return to stricter controls. 
The failure to solve this problem renders the balance of the discussion academic. 


UNEQUAL WAGE DIFFERENTIALS 


Metropolitan mattress manufacturers under contract with union labor find 
,: difficult, if not impossible, to bid on Government mattress requirements be- 
‘ause of their greater labor cost and corresponding benefit in the increased 
ofkndard of living enjoyed in this area as compared to others. Such employers 
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struggle under a burden of high wages in times of poor business, which condi- 
tion is equally objectionable to worker and employer. 

In order to enable the worker to earn a living commensurate with his skill 
and requirements, Government mattress requirements should be spread and an 
agreed percentage allocated to this area. Manufacturers in this area may 
then compete for the desired work within reasonable limitations of cost to 
the Government. 


THE NEED FOR GOVERNMENT BUSINESS 


The lack of sufficient civilian business, which results in failing to keep the 
plants of small manufacturers of mattresses in this area going to at least 25 
percent of their normal capacity, makes it imperative that Government busi- 
ness be made available to small manufacturers here. 

While this area may not be classed generally as a distress area, in view of 
all other difficulties encountered in the mattress business, we are not unduly 
pessimistic when we say, as to that business, that this is a distress area. 

Consequently, this committee should consider the advisability of awarding 
Government contracts to this area on that basis. 


THE SMALL MANUFACTURERS’ DIFFICULTY IN COMPLYING WITH OUTMODED 
GOVERN MENT SPECIFICATIONS 


Were all other obstacles mentioned herein to be overcome, we could not sur- 
mount the difficulty engendered in meeting the outmoded requirements of the 
Government specifications for mattresses. 

Broadly speaking, the present Government specifications proceed on the 
theory that slaw, hand-work construction is preferable to rapid machine pro- 
duction. It is conceded that the newest type machines produceion. It is con- 
ceded that the newest-type machines produce a better product. 

In this area, the cost of hand work, as required in present Government speci- 
fications, is competitively prohibitive. In other areas, the reverse is true. Un- 
less the Government specifications be amended to permit the use of modern 
approved machinery as an alternative to old-fashioned methods of construc- 
tion, mattress makers in this locality will be unnecessarily prejudiced in the 
submission of bids for Government work. 


THE PROPOSAL DESIGNED TO HELP SOLVE THE EXISTING UNSATISFACTORY CONDITIONS 


In view of the overwhelming complexities of the operational methods and 
requirements of the association members, it is necessary that this committed 
sponsor reforms in the present methods of doing business with the Government. 

Having shown the need for relief, the undersigned association respectfully 
requests that this committee recommend the allocation of mattress Government 
procurement on an area basis. If this program be adopted, a predetermined quan- 
tity of mattresses for Government requirements would be confined for production 
to this area. Mattress manufacturers here would compete with each other for 
that business. The net result would be that the area and the workers therein 
would benefit directly, while such of the small manufacturers as might be ca- 
pable of producing the mattresses at a price to be arrived at as is set forth below 
would participate in the program. 

It is respectfully submitted that this proposal, employed in the last war, is 
fair to the Government, the area, and the industry as a whole. Conditions in the 
mattress industry approximate those extant during that period. We believe that 
this is the appropriate time for this committee to supply the relief which we 
request. 

It is further respectfully recommended that another important step be taken to 
insure a more equitable distribution of Government contracts by authorizing the 
negotiation of contracts for mattresses rather than by competitive bidding. In 
addition, a system should be adopted similar to the “pool” system adopted during 
the last war. In that way, all manufacturers in this area may participate accord- 
ing to their abilities in any procurement program of the Government. Reason- 
able and adequate safeguards may be adopted to prevent any abuse of the new 
proposed negotiated bidding. ¢ 

Under the present system of Government procurement, it is not possible for the 
small manufacturer in this area, where the high standard of living is equivalent 
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to the corresponding necessity of high worker income, to be adequately represented 
in Government supply. 
Respectfully submitted. 
ASSOCIATED BEDDING MANUFACTURERS OF GREATER NEW York, INC., 
Jacos H. Srecer, Secretary. 


MEMORANDUM ON BEHALF or LUcy LYNNge, INC., IN SUPPORT OF PLEA FOR A NEW 
REGULATION THAT WILL Protect Fair TRADED PRODUCTS 


The undersigned respectfully submits the following memorandum for the 
consideration by the House Small Business Committee : 

My client, Lucy Lynne, Inc., which is engaged in the business of selling candies 
and confections, had had its articles fair traded prior to the freeze date. All of 
the other concerns which have purchased said merchandise had been selling the 
same prior to the freeze date at the fair-trade minimum price. Through inad- 
vertence and press of other matters ,one of its accounts or agencies neglected to 
adjust the price of these commodities to comply with the fair-trade agreement 
immediately prior to the freeze date. As a result, they are placed in the situa- 
tion of being compelled to sell this fair-traded commodity at a price lower than 
all of the other accounts and agencies who are adhering to the fair trade. This 
situation has created untold havoc, in that the other agencies are required to sell 
the commodity at the fair-trade price in accordance with their agreement, while 
this unwitting violator of the fair-trade agreement is compelled by the freeze order 
to sell the same article at a lower price, although they have expressed a willing- 
ness to sell the same at the fair-trade price, provided some opinion is received 
from the office of the Economic Stabilization Agency that they would not be in 
violation of law. 

Section 369b of the New York State General Business Law (art. 24-A) ex- 
pressly provides : 

“Unfair competition defined and made actionable. Willfully and knowingly 
advertising, offering for sale or selling any commodity at less than the price 
stipulated in any contract entered into pursuant to the provision of section three 
hundred sixty-nine-a, whether the person so advertising, offering for sale, or sell- 
ing is or is not a party to such contract, is unfair competition and is actionable 
at the suit of any person damaged thereby. (Added L. 1940, c. 195, (3), eff. 
March 19, 1940.)” 

In the absence of a price freeze, the wholesaler would have been able by 
injunction to compel the retailer to sell the product at the fixed price. 

It is respectfully submitted that it is not within the spirit of the price-freezing 
eact to cause an inequitable result; that is, to permit and require one retailer 
of a fixed-price commodity to undersell all other retailers of the same article 
merely because on the freeze date such one retailer by inadvertence, accident, or 
design was not abiding by the requirements of the Feld-Crawford Act under 
which the article’s price was legally and duly fixed. Moreover, such result places 
a retailer who was selling below the price fixed by the fair-trade agreement in a 
hazardous position of being restrained by injunction as above pointed out and 
possibly cast into judgment for damages for violating the fair-trade agreement. 

In conclusion, I respectfully urge that relief consistent with the spirit of the 
act, Public Law 774, which in my opinion empowers the enforcement body to cor- 
rect such inequalities and such hardships, should be granted either in the form 
of a new regulation or interpretation. 

Respectfully submitted. 

SAMUEL WEIss, 
Counsel for Lucy Lynne, Inc. 

N. B—In last night’s evening papers reference is made to the promulgation 
of a new regulation dealing with the above problem. However, the imposition 
of a condition requiring the suing of the customer and securing a permanent 
injunction is unrealistic and tends to destroy the much sought and deserved 
friendly relationship between the dealer and customer. 

S. W. 

Mr. Mutter. Now, Mr. Lickey, will you produce your next witness. 

Mr. Lickry. I will be glad to, sir. I would like to have Mr. L. S. 
Hollins, the secretary of the Signal-Stat Corp., called as the next wit- 
ness. 
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STATEMENT OF L. S. HOLLINS, SECRETARY, SIGNAL-STAT 
CORP., BROOKLYN, N. Y. 


Mr. Mvuurer. Will you let the report have your full name and 
address, please ¢ 

Mr. Houirs. My name is L. S. Hollins. I am secretary of the 
Signal-Stat Corp., located at 523-539 Kent Avenue, Brooklyn, N. Y. 
This corporation is engaged in the manufacture of safety devices, par- 
ticularly directional signal equipment for the trucking industry. This 
equipment is made mandatory by the statutes of at least 37 States and 
the District of Columbia. Trucks and trailers without this equipment 
are not permitted to operate on the highways of these Sates. 

We employ 157 people, mainly as machinists, press hands, assemb- 
lers, painters, and the like. We have been in business for 19 years, hav- 
ing started with an experimental area of 150 square feet. By 1949 
we were occupying 40,000 square feet, but this area was inadequate to 
meet the demand for our products. Accordingly, in early 1950, before 
Korea, we made arrangements to move our plant to our present loca- 
tion, which encompasses 200,000 square feet. 

During World War II we manufactured this identical type of 
equipment under priorities as a defense-supporting industry by reason 
of the statutory requirements and because of the contribution of these 
products to highway safety. We do not manufacture any kindred 
lines of automotive gadgets such as ornaments, trays, grills, decora- 
tive items, etc. The President’s Highway Safety Conference, the gov- 
ernors’ conference, the uniform code, the various safety councils, the 
AAMVA, and similar bodies all consider our equipment essential 
sa fety devices. 

As I said before, we were making progress and, of course, hope to 
continue to do that in the future; and, while we have problems from 
day to day and these are real hardships, we manage to navigate the 
best we can. I should like to bring to your attention the increasing 
difficulties we are experiencing since the Korean emergency but shall 
try to confine my remarks to several of the major problems rather than 
to confine my remarks to several of the major problems rather than 
recite our day-to-day hardships. 

These main problems dealing with materials controls and the scar- 
city of raw materials are: 

1. The effect of the aluminum orders on our firm. 

2. The general material situation, particularly with regard to steel. 

3. The operation of DO-97 under NPA 4. 

4. The effects on our business and employment. 

Our products require steel, aluminum, brass, lucite, bolts, nuts, rivets, 
eyelets, etc. Before our devices can be sold in any jurisdiction, they 
must be tested by independent laboratories, certified, and approved 
according to a specification and sample. Therefore, changes in ma- 
terial and method of manufacture such as are brought about under 
the present situation can cause considerable difficulty. 

The first major item I listed was the effect of the aluminum orders. 
In October of 1950 we filed our first request for relief with the NPA 
and then followed through with the execution of the necessary forms. 
For proper operation for the first quarter we required 39,000 pounds 
of aluminum. NPA granted us 30,815 pounds, and as against this 
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the most we were able to obtain during that quarter was 24,999 pounds. 
For efficient operation and to properly take care of the needs for the 
transportation industry, we require 41,000 pounds of aluminum for the 
second quarter. NPA has allowed us 26,910 pounds, and up to this 
point the best we can place in orders has been 13,000 pounds for second- 
quarter delivery. This means that up to this time we are sssured of 
less than 50 percent of our normal requirements, this in spite of the fact 
that NPA has granted us a special allowance because of our position. 

The general material situation calls for continuous shipping and the 
expenditure of effort to the exclusion of other vital phases of our busi- 
ness operation. Our minimum requirement of steel is 140,000 pounds 
per month. 

We had been able, prior to Korea, to buy our steel at mill prices 
and through the mill. Since we are prov iding products for the trans- 
portation indust ry, there is no restriction on our use of steel. The best 
commitment we can get from the mills is 40,000 pounds per month, 
and the rest calls for shopping in the open market. Actually, I be- 
lieve they are doing us a bit of a favor by extending that much to us 
because of their voluntary allocation system. It is a rather strenuous 
effort to get it from the warehouses. It requires an abnormal amount 
of time, persuasion, and it is very costly. In other words, our mill 
steel, made to our gage, size, and specification, might cost 714 cents, 
whereas the warehouse price would run anywhere “from 10% to 12% 
cents for the same steel or not as good. 

For our April commitment for “steel, with the 40,000 pounds allotted 
by the mills, we have been able to round up an additional 45,000 
pounds through the warehouses at this higher price. I don’t know 
where the balance is coming from. I talked to just about everybody I 
know in the steel business, and they indicated that a terrific shortage 
does exist. For this warehouse steel we had to pay roughly 50 per- 
cent over the mill price. In spite of this we are still short roughly 
33 percent of the steel we need for this month’s operations. 

As an adjunct to our production we, of course, require bolts, nuts, 
screws, rivets, eyelets, things of that nature. Perhaps the rivet and 
eyelet situation would be a good example. Last year we used ap- 
yroximately 13,000,000 rivets and eyelets for our normal function. 
We try to carry an inventory that will take care of our needs so we 
would not live from hand to mouth. We can’t operate that way. Even 
with the generous use of telephone, personal visits, and considerable 
yersuasion we are getting about 25 percent of our needs. We have 
Lem forced to use up our inventory, to pay fantastic prices for odd 
lots at brokers, and to resort to spot welding wherever it was pos- 
sible. 

This alternate method, incidentally, is not at all satisfactory; it is 
expensive and ties up the machines that have other functions. 

I think at this point I might read a letter that just came in yester- 
day afternoon from one of our suppliers. It says: 

We refer to your purchase order No. 5490 calling for eyelets. Since it is be- 
coming increasingly more difficult to obtain raw materials and in order to 
best serve our customers, we are writing to ask if the item you have ordered is 
to be used to fill a defense order. It it is a defense order, please return this 
letter to us specifying thereon the DO number, certifying it, and have the 
authorized person affix his or her signature. It is our desire to give you the 
best possible service, and we shall appreciate your cooperation. 
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Well, that leads me to the next point, and that has to do with what 
is commonly referred to now as DO 97. The National Production 
Authority on February 27, 1951 issued regulation 4 and directive 1 
with respect to maintenance, repair, and operating supplies and minor 

capital additions. With the issuance of this order I expected consider- 
able relief, inasmuch as our devices are an absolute necessity both for 
the maintenance and operation of transportation facilities. 

I conferred with the local offices of the NPA and asked permission 
to use the DO 97 in our own purchases of material in anticipation of 
certifications by your distributors who would require the finished de- 
vices for the transportation industry. 

NPA informed me that DO 97 could not be used in anticipation ; 
that I would have to wait for the actual certifications through chan- 
nels. Since we distribute our products through jobbers, and the job- 
bers in turn sell to storekeepers or middlemen or fleets or individual 
truck operators, it is obvious that the DO 97 must originate first with 
the user and then be passed along to the middleman, then to the 
jobber, and finally to us. Since the vehicle cannot be operated before 
our equipment in installed, our device should be available before the 
DO 97 is actually signed by the ultimate user and then processed or 
extended through channels. We have made many efforts to get this 
system to work but have met with only partial success. 

Before appearing here, as of yesterday, I had them run off a figure 
for me in the office, and it showed under the DO 97’s that had already 
come in we would be entitled to roughly 25,000 pounds of steel. 
I called our steel supplier, one of them, and asked them whether they 
would accept the DO for that quantity of steel, and their answer was 
that they would but they believed the earliest delivery would be late 
in August or possibly September. In other words, they were already 
booked for their DO’s that far ahead. 

This entire situation has created hardships for us. We have a keen 
sense of responsibility to our people. We know them all, being a 
closely knit organization. They call us by our first names; that is, 
the employees. We do not feel that, in good conscience, we can let 
them go. We find that our production for March is about 30 percent 
below normal in spite of the fact that we have done everything 
humanly possible to keep our employees working steadily. 

We also feel we must have our workers should this situation clear 
up. The result has been we have effected temporary furloughs for 
a day or two or three, depending upon the material situation. We 
still have the hope that conditions will improve and that we shal! be 
able to weather the present inefficiency of operation and the heart- 
aches that are attendant to our attempts to operate our business. 

Now we have undertaken additional responsibilities during this 
past year and before Korea, and if it continues in this particular 
fashion our own position is rather precarious, I recognize that the 
CMP program may be of some assistance, but I am not sufficiently 
familiar with what the plans are in that regard to say to what extent. 

I do feel, and in talking to others they have expressed the same 
feeling, that we who represent this small business are spending so 
much time in searching for the material and trying to read NPA regu- 
lations and trying to comply with them that it is becoming a terrific 
burden, and we do require some sort of assistance. 
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Mr. Motrer. Mr. McKinnon, any questions? 

Mr. McKtynown. I don’t believe so. It is a problem we have heard 
many times, and we have got to find some savy for it. 

Mr. Mvutrer. Mr. Riehlman ? 

Mr. Rreuiman. I only have the usual suggestion, that we have 
some of the agencies give us some assistance or information. 

Mr. Muurer. Mr. Bartlett. 

Mr. Barrterr. I think it would take a very broad interpretation 
of the regulation which provides for DO 97 to enable you to include 
parts purchases to be included in new products. The purpose of reg- 
ulation 4 was to provide maintenance, repair, and operating supplies 
to keep plants in operation. 

We appreciate your argument in favor of transportation, that trucks 
and other modes of transportation will require replacements, but I 
don’t think we could very well anticipate the requirements that you 
will have to have to operate a car. However, I don’t think that would 
be included in your original project. That was not intended in the 
order. 

Mr. Datmas. Mr. Chairman. 

Mr. Muurer. Mr. Dalmas. 

Mr. Datmas. Hasn't NPA made any move to satisfy the require- 
ments of State laws in the supply of materials‘ In other words, the 
trucks and trailers have to have these lights on them. 

Mr. Bartierr. There are varieties of State law. I was thinking 
in line with the farm-implements order. We have a new regulation 
covering farm implements, and this might be tied to it in some fashion. 
We would be glad to give it further consideration. This brings up 
a new thought in regard to maintaining transportation. 

Mr. Meurer. There isn’t any doubt that something must be done 
to correct the situation. This is a situation that needs correction 
immediately. 

Mr. McKinnon. How much material do you use to equip the truck 
with the signal device? It is a very small amount, isn’t it? 

Mr. Housins. In dollars and cents ¢ 

Mr. McKinnon. In weight. 

Mr. Hours. Our complete unit will weigh about eight pounds for 
a complete truck and tractor. That will take care of a truck and 
tractor. That is the manufactured item. 

Mr. McKinnon. Eight pounds of aluminum and steel, inclusive? 

Mr. Howiins. All completed. 

Mr. McKinnon. How much aluminum goes into it ? 

Mr. Hotiins. We figure the weight of the aluminum of roughly 
three-quarters of a pound for each vehicle. 

Mr. McKrnnon. And the rest is mostly steel ? 

Mr. Hous. Steel, lucite, nuts, bolts, screws. We manufacture 
it from the ground up, except for the light bulbs, of course. 

Mr. McKinnon. That is a very small amount of metal for the 
amount of work it does, to protect the big investment in steel in the 
truck. 

Mr. Houuins. Well, yes. The American Trucking Association indi- 

‘ated roughly 814 percent of all accidents are attr ibutable to left turns 
alone. The National Safety Council indicated that the combined acci- 
dents attributable to turning and improper signaling was 20 percent. 
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There has been a terrific drive made for it since the last war. The 
President’s Highway Conference of 1946 was involved in this, to sup- 
port the installation of equipment of this nature to protect property 
and the public. 

Mr. McKinnon. A minor accident would involve more than 8 
pounds of steel, to repair a truck? 

Mr. Hours. That is quite true, sir. 

Mr. Murer. How many States have laws requiring a signaling 
device ? 

Mr. Hoxiins. There are now 37 States, and the District of Columbia. 
My last information is that there are laws pending in 14 States to 
correct their initial laws, to make them completely enforcible, and 
that will encompass the rest of the country. 

I also attended a meeting at the ICC in late February and they, 
the ICC body, were considering making it a mandatory piece of equip- 
ment on all interstate vehicles. 

Mr. Muvrer. As it stands today, we are likely to make criminals 
of people in 37 States and the District of Columbia if you do not do 
something about the situation. 

Mr. Daumas. Mr. Chairman. 

Mr. Mutrer. Yes. 

Mr. Damas. Mr. Hollins, because of the differences in the laws 
in the 37 States it is not practical for the manufacturer of a vehicle 
to put that on as tandand equipment at the factory; is it? 

Mr. Houiins. It isnot. We sell a very minor portion of our equip- 
ment to the vehicle manufacturer, and that vehicle manufacturer gen- 
erally supplies the body as well as the chassis. In other words, there 
are various types of equipment that are required on various types of 
vehicles. The manufacturer of the truck will put on a motor and chas- 
sis; the body is built somewhere else to specification, and the equip- 
ment is then installed, and there are differences in the State require- 
ments. 

Mr. McKrynon. I think, Mr. Dalmas, you are on the trail of a 
good idea there, because even if the body manufacturer put them 
on, he is going to be certified as an essential producer and get his 
materials to build the bodies with, and certainly the addition of eight 
pounds, more or less, is not going to destroy his essentiality. It might 
take care of his needs in supplying them through a subcontractor, 
more or less, for the body. How good the DO’s are going to be is 
not too well indicated, by the fact you are back to August or Sep- 
tember delivery. That might be one way to pursue your situation. 

Mr. Hours. We are hoping, of course, that time will cure a lot 
of these things. But I would like to cite one more example of the 
difficulty that does arise: 

Now, the State of West Virginia for the first time in its history has 
passed a law, and it was signed 3 weeks ago by the Governor, and it 
says that their vehicles will be equipped. Now. they may have 100,000 
vehicles on the road which require this equipment. They are inter- 
ested in protecting the property as well as the public. We would like 
to supply as much of that as we possibly can; so, it is equipment that 
is already rolling. , 

Now, the effective date is July 1. 
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Mr. Muurer. Whether you supply it or somebody else supplies it, 
somebody will have to supply it. 

Mr. Hoturns. That is right, somebody will have to supply it. 

Mr. Motrer. What you told us about your particular problem is 
typical of the industry that attempts to supply this equipment / 

Mr. Hotiins. I would assume so. We are located here, while the 
others are located in the Midwest. We have little contact with one 
another. 

Mr. Mutter. Are they in better shape than you are in getting the 
material ¢ 

Mr. Hoxirns. I imagine they are doing as well as we are. I don’t 
know if they are doing any worse. 

Mr. Datmas. Mr. Hollins, have you, by any chance, brought this 
matter to the attention of the Administrator of Defense Transporta- 
tion ? 

Mr. Hours. I was in Washington on February 27 and talked to 
Mr. George Davis of the Transportation Division at the time. 

Mr. Datmas. Was that NPA? 

Mr. Hottins. That was NPA. 

Mr. Damas. I am talking about the Administrator for Transporta- 
tion, which is another group under the Defense Production Act. He 
would have a special interest in this problem, Mr. Chairman, I would 
think. 

Mr. Murer. Yes; quite right. It has not been presented to him ¢ 

Mr. Hours. It has not, sir. 

Mr. Murer. I think it should be, and it might be well if you initiate 
it in the first instance, and we will follow through on this. 

Mr. Hours. Is that Mr. Knudsen’s Division of Defense Trans- 
portation ¢ 

Mr. Darmas. Yes. 

Mr. Mutrer. You keep in contact with us and let us know what you 
are doing. Thank you. 

Mr. Bartrietr. How many companies are there, roughly, in this par- 
ticular industry? That might help us in pursuing our thoughts on this 
problem. 

Mr. Hotirns. Roughly 14. We are supposed to be the largest in this 
particular industry. We do not manufacture gadgets or anything 
else. This is our item. 

Mr. Datmas. May I ask, Mr. Hollins, how many employees you 
have? 

Mr. Hoturs. One hundred and fifty-seven. 

Mr. Mouuter. Thank you, Mr. Hollins. 

Our next witness is Mr. Matthew L. Ladden. Mr. Ladden needs 
no introduction tome. I know him long and well. 


STATEMENT OF MATTHEW L. LADDEN, PRESIDENT, LADDEN 
ASBESTOS CORP., BROOKLYN, N. Y. 


Mr. Murer. Will you give your full name and address for the 
record, please / 

Mr. Lappen. Mr. Chairman and members of this committee, my 
name is Matthew L. Ladden. I reside at 200 Congress Street in 
Brooklyn, N. Y., and I am president of Ladden Asbestos Corp. of 
Brooklyn. I have been in this business for 17 years, and for 7 years 








1354 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


have had my own business. I originated the practice of doing fabrica- 
tion as well as supplying materials. 

This company does not deal in building materials but rather supplies 
industrial organizations, particularly the electrical trade, with their 
asbestos requirements, usually material cut to size and processed so as 
to be ready for installation. These include asbestos tapes, cloth, rope, 
tubing, paper, and millboard. Our chief products are certain boards 
known in the trade as Ebonized asbestos, Monobestos, and Benelex 70, 
These are used as switchboards, panel boards, barriers, bus-bar sup- 
ports, for housing electrical equipment, and so forth. 

We maintain and operate a regular machine shop where these ma- 
terials are cut to size, drilled, beveled, machined, slotted, shaped, and 
refinished. We employ 19 people. 

Less than 20 years ago this type of business service did not exist 
locally or anywhere in the country except at the mills who manufac- 
ture the material; in our case, 90 miles from New York. The elec- 
trical industry, to obtain their requirements, had to make purchases 
from the mills. This was a long-drawn-out procedure attended by 
considerable delay. ,Today, if a ship requires some repairs to its 
electrical equipment involving a change of panel boards, this may 
be accomplished in a matter of hours. 

During the last war, and particularly in the early stages when 
British warships were constantly being repaired secretly in our 
Brooklyn Navy Yard, panel boards were obtained loc ally within a 
matter of hours, which undoubtedly facilitated and helped to expedite 
their operations, This is only one phase of the contribution made 
by this type of business. 

Many electrical contractors in this area, the same people whom we 
serviced in peace, during lend-lease, and during the last war, obtained 
their Ebonized asbestos boards and other boards from fabricators 
and thereby alleviated the congested manufacturing conditions at 
the mill and helped the defense effort. 

In order that we may function properly, it is necessary that we 
purchase our requirements from the mills in carload—or truckload— 
quantities. It is essential that we have a diversified stock of full- 
sized sheets in various thicknesses which range from one-eighth inch 
to 2 inches with many intermediate sizes. 

Now we find our stock position very weak and getting considerably 
worse because of our inability to function under the existing priorities 
regulations. Up to January of this year we would receive up to six 
truckloads per month from our main source of supply alone. This 
is in contrast to the past 2 months, during which we have received 
a total of three truckloads, and we are advised that no more will be 
forthcoming from this time on without priorities. 

We have been without certain thicknesses of materials for 4 months, 
which has resulted in numerous cancellations of orders. If we were 
to make a product. involving several components parts, we could ex- 
tend our priorities for the sundry materials involved and within a 
reasonable time we could fabricate, complete the job, and make de- 
livery. In the case of our products it is not so simple. 

Many, many orders are for small pieces, some only for an. inch or 
even less than an inch in dimension. Other pieces may be for 12 
inches by 12 inches. Still others may require a half sheet. or even 
more. 
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But in the meantime these relatively small orders must be recorded 
and totaled until one day a sufficient quantity of priority orders is 
accumulated to be able to secure a full carload or truckload of ma- 
terial from the supplier. 

In the meantime, larger users have come in with their direct pur- 
chases 5 to 6 months earlier and have obtained their requirements for 
the next several months, thereby adding to our difficulties in obtaining 
materials, 

Since in our opinion and in the opinion of our customers we per- 
form a very important and essential function in supplying materials 
on their defense orders, and since we can only function if we have 
these materials we respectfully submit that serious consideration be 
given to this hardship case and that some method may be applied or 
instituted whereby we may obtain these necessary raw materials now. 

Mr. Muurer. Have you presented your problem to NPA? 

Mr. Lappen. Yes. 

Mr. Murer. Locally, here ¢ 

Mr. Lappen. Locally in New York, and we were advised as to 
whom we might contact in Washington. I don’t know if an ap- 
pointment was made this afternoon because I have been here since 
this morning. Sometime during the day I suppose an appointment 
will be made, and Mr. Roberts, the secretary of our corporation, will 
probably leave for Washington to see what can be done there. 

1 have stuck very close to the group here. This thing we wrote up 
the other night. I did not want to inject any extraneous matters, but 
it just strikes me that a company so small as we are, when 2 out of 
19 or 20 people are engaged in priorities, that is putting a pretty big 
burden on us, with 10 percent of the organization now working on this 
ase. ; 

Mr. Muvrer. Mr. McKinnon? 

Mr. McKinnon. I don’t believe I have anything. 

Mr. Murer. Mr. Riehlman? 

Mr. Rreniman. I have no questions. 

Mr. Muurer. Mr. Dalmas? 

Mr. Dautmas. Mr. Chairman, the other witness has indicated the 
DO orders would have to work in reverse before they could secure 
material. It seems to me it would be worth while for NPA to con- 
sider issuing an order for a manufacturer or distributor with some 
guaranty from him that when he sold the material it would be on DO 
orders. It seems to me that the manufacturing processes of various 
essential commodities are being slowed up by working these DO orders 
in reverse, 

Mr. Murer. There is no doubt about that in my mind. Precisely 
what is the product that you mentioned is your chief product ? 

Mr. Lappen. Ebonized asbestos, Monobestos, and Benelex 70. 

I do not want to take the committee’s time to digress, nor do I want 
to make any suggestion on the thinking of anyone. I went through 
this before. I am reminded as to what happened. I went to Wash- 
ington. I was a little green, I did not know whom to see. I was look- 
ing for a place that had to do with asbestos. Finally, before I went 
up in the corridor very far, I saw “Cork, Glass and Asbestos Division.” 
Asbestos was not the beginning of the title. I met strange faces, peo- 
ple whom I did not know, and one man on the committee had worked 
for a competitor at that time, I competed with him, and I did not think 
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he was going to be very generous or kind tome. I presented our case. 
I gave them more detailed facts as to the names of the people we were 
dealing with. I was afraid to disclose the kind of work they were 
doing. 

Incidentally, the Manhattan project was one of them, and I did not 
know what it meant. Then they recessed. No one would go to lunch 
with me. If I can talk about this thing further, I felt like an orphan 
child. But when we reconvened they had all the facts and figures be- 
fore them. They called up our mills and they insisted that shipments 
be made to us, not in the matter of weeks but in the matter of days. 
Of course, at that time we disclosed more of the very nature of our 
work. 

At the present time we are out of certain thicknesses. You have to 
visualize these sheets. These sheets measure 4 by 8 feet. To be com- 
petitive we must buy them in carload lots, and here we are trying to 
classify little pieces as to their thickness, then as to their priority rat- 
ing, and if we are to have a chart we would have to line this entire 
wall with these figures before we could make up a carload. 

I found from my last experience as these things gel, as we gather 
more experience in the light of the kind of work we do ultimately, we 
will have no trouble. But at the present time I am back to where I 
was in 1942 when I went before the Board. 

Mr. Muurer. While eventually you may bet through to what Mr. 
Dalmas has suggested, that is, have the manufacturer put in the posi- 
tion to get his products manufactured, or get it ready for manufac- 
ture, as against getting the DO so you can stay in business and meet 
your DO’s as they come in, in the meantime it seems to me your prob- 
lem presents a typical case for hardship relief by NPA. Is that true, 
Mr. Bartlett ? 

Mr. Barrierr. Mr. Ladden, unless my records deceive me, asbestos 
is not under control by NPA. We have no materials order on it. Did 
you deal with the Defense Minerals Administration of the Interior 
Department, or is your contact through NPA? 

Mr. Lappen. At the present time? 

Mr. Barrierr. Yes. 

Mr. Lapvpen. Through NPA. 

Mr. Barrierr. The Defense Minerals Administration of Interior 
would probably have jurisdiction. However, we will be glad to look 
into the situation. 

In your case, as I get it, the DO does not apply. 

Mr. Lappen. We get DO’s on some of our orders. 

Mr. Bartierr. I was thinking of DO-97. 

Mr. Lappen. We got quite a few of those for some of the utilities 
in this metropolitan area. 

Mr. Barrierr. How do you acquire your other material; under the 
DO? 

Mr. Lappen. We are not getting any. The mills have notified us 
that from now on they could not ship more unless we have defense 
orders. I have been told some company in the Middle West just came 
through with a quarter-million pounds of ebonized asbestos of one 
thickness only, which will tie up the mill for 4 or 5 months. 

These sheets have to be impregnated after they are manufactured, 
they go through a cycle of impregnation, depending on the thickness 
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of the material. That may take 5 or 6 months. If I should come in 
with a defense order or have the priorities extended, before I had 
the material ready the priorities would be dead. That is the situa- 
tion. It is getting worse and worse before it is clarified. That is the 
reason that I wanted to present the facts before the Board. 

Mr. Rieutman. Do you have very large back orders / 

Mr. Lappen. Equally large, and orders filed for exemption. 

Mr. Murer. What type of asbestos are you manufacturing? 

Mr. Lappen. Ebonized asbestos, monobestos, sometimes known as 
Transite, and Benelex 70. 

Mr. McKrnnon. What is this asbestos used for ? 

Mr. Lappen. It isa dielectric board, used for insulating, not against 
heat so much, but it acts as a circuit breaker. 

Mr. McKinnon. Are they stockpiling these three types of asbestos / 

Mr. Lappen. You are talking about raw asbestos now. That is the 
fiber. That is a different class of fiber. 

Mr. McKinnon. Will they have any effect on your finished 
material 

Mr. Lappen. They are an integral part of the material. 

Mr. Muurer. Is the stoc kpiling of the raw materials you must get 
for manufacturing purposes affecting you any? In other words, is 
the material that you have been buying up to now available? 

Mr. Lappen. It is available, to a degree, for those who have 
priorities. 

Mr. McKinnon. It is a different type / 

Mr. Lappen. Of course it is a different type. The Navy has come 
in for asbestos cloth. The Navy had a devil of a time getting asbestos 
cloth, and they may be stockpiling, I don’t know. They may stock- 
pile asbestos ¢ ‘loth ; taking the fibers produced for spinning and weav- 
‘Ing processes rather than making boards. 

Mr. McKrynon. Mr. Chairman, we can look into the stockpiling 
situation, too, to see if it will bring any relief in that type of work. 

Mr. Muurer. You think if you had the DO you might get the 
material / 

Mr. Lappen. No question about that. The sooner I can get the DO 
the sooner I can get the material. I don’t think this is a comparable 
position with what we had in Washington before, when the mills 
gave us some materials immediately and gave us, I think it was, an 
AA-1 prority. 

Mr. Muurer. Thank you very much, Mr. Ladden. We will try to 
be of assistance to you, and you let us know what progress you are 
making with NPA, and we will follow it up. 

Mr. McCormick. There was a memorandum submitted under the 
name of Lucy Lynne, Inc. The firm is caught between the Fair Trade 
Act and the frozen prices. We have just drawn up a day letter that 
is going out to that firm, pointing out the regulation issued today, 
relieving that situation. 

Mr. Mutter. If I recall correctly, that was the case where one of 
the customers of the Lucy Lynne firm was not living up to the fair- 
trade price set by the law at the time of the freeze, and this firm had 
a right to go into court and get an injunction against the customer. 

Mr. McCormick. Yes. 

Mr. Mutter. This notice that you got would obviate the neces- 
sity of going to court to get relief? 
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Mr. McCormick. Yes. 

Mr. Murer. That is fine. That is the kind of thing we are ac- 
complishing, gentlemen, and it is typical of the cooperation we are 
getting from the Government agencies involved. 

Mr. Lickey, will you indjcate who will be your next witness? 

Mr. Licker. Mr. Krause is our next witness. 


STATEMENT OF CARL H. KRAUSE, PRESIDENT, BLUE SEAL ASBESTOS 
CORP., BROOKLYN, N. Y. 


Mr. Murer. Your full name is Carl H. Krause? 

Mr. Krause. That is right. 

Mr. Muurer. And your address? 

Mr. Krause. My home address is 550 Third Street, Brooklyn, N. Y. 

Mr. Muvrer. You are president of the Blue Seal Asbestos Corp. ? 

Mr. Krause. That is correct. I think I would like to be brief, 
sir. I know your time is valuable, and Mr. Ladden, who preceded 
me here, is in essentially the same business as I am. 

The Blue Seal Asbestos Corp. is located at 264 Wyckoff Street, 
Brooklyn, N. Y. We employ 16 people in warehousing and fabrica- 
tion. We have been in business since 1913 

I have an opportunity to review the remarks that Mr. Ladden, of 
the Ladden Asbestos Corp., made concerning the question before this 
committee. We are competitors, serving the same type of customers. 
Our business, therefore, is generally the same. We likewise are dis- 
tributors and fabricators of asbestos base materials, the same as Mr. 
Ladden in kind, but not exactly in degree. 

I agree with Mr. Ladden in his remarks, since they coincide with 
our problems. We have likewise been confronted with a continued 
attrition of our stockpile of materials. We likewise have had less 
and less materials made available to us, just as Mr. Ladden has testified. 
It is apparent that the larger manufacturers, through their larger 
requirements related to the defense effort, have dislocated the usual 
arrangement that has supplied us in the past. 

I feel that the suggestions made to help alleviate this condition— 
namely, a blanket priority for a replenishment of our stockpile—is 
practical and feasible. It can be controlled so that we, as suppliers, 
can serve the present demands for our materials, as related to defense 
efforts, best. 

Our experience during the last war has borne out the facts that 
have already been presented. We serve a very important function 
in the industries we service. We feel strongly that our case, although 
small, is representative of many small businesses. We feel that it is 
important to the general economic welfare and future of our country, 
but more importantly, to the defense job at hand at present. 

In this regard I speak from a great amount of experience that I 
gained during the last war, when I was associated with one of the 
largest manufacturers of electrical communication equipment. At 
that time I knew factually that we could never have accomplished 
the job that was required without the splendid effort and cooperation, 
know-how, et cetera, which comes from the thousands of small busi- 
nesses that related to that particular job. I know from that ex- 
perience that that has been muliplied a thousandfold in many other 


cases. 
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We can repeat the good job small business did in the past as sup- 
pliers and helpers to big business in the last emergency. We ask for 
the means todothis. With your help we can and will serve well. 

I would like to emphasize certain of the facts that Mr. Ladden so 
well presented to you, but, most importantly, I would like to suggest 
for consideration by this committee the possibility of issuing a blanket 
priority for organizations like ours. ‘There are not too many organi- 
zations of our particular type, and I believe that we, as businessmen, 
could do that job effectively. We could do a more effective job for 
the defense effort. 

Presently, a certain portion of our business is related directly to the 
defense effort, and I have the same problems as Mr. Ladden has, and 
that is to obtain the priorities and to extend them, and then to ulti- 
mately get the materials involves quite a considerable length of time, 
which has a very definite effect on the over-all productive program. 

Prior to my engaging in this particular type of business I was on 
the receiving ‘end, that is, on the end where I am now supplying, and, 
as such, I can realize that the producers of the important facilities of 
necessity cannot order our type of product long in advance. It is the 
kind of business where we have to produce the items quickly. That 
is our primary function. 

I also wanted to mention the fact that there has been some mention 
of Brooklyn being a community of small manufacturers. I think 
probably I represent the low man on the totem pole. I actually only 
have 16 people working with me in this enterprise; nonetheless, from 
the experience I had during the last war, and having at that time 
been associated with the largest manufacturer of communications 
equipment in the world, I realized the great importance that a small 
producer like ourselves are. I think that has been very aptly put by 
people who preceded me here and I should not want to reemphasize 
that point. However, I just want to leave one thought: I do feel it 
could be a practical consideration to issue to the few organizations like 
ours a blanket priority which we, in turn, could exercise and extend, 
and allow us to have the necessary materials on hand when we receive 
these jobs. 

Mr. Muvrer. How many companies like yours are there in the 
country ¢ 

Mr. Krause. I think Mr. Ladden is better equipped than I am to 
answer that. 

Mr. Lapven. I think there are eight or nine. 

Mr. Murer. Eight or nine in the entire country / 

Mr. Lappen. Yes. There are not enough people crazy enough to go 
in this business. - 

Mr. Murer. We will try not to drive you any crazier. We won't 
try to chase you out of this business. 

Mr. Barlett, will you follow that through ? 

Mr. Barrierr. Mr. Chairman, I would like to ask one question on 
the priorities. - Do they apply to the purchase of the ebonized asbestos 
board ¢ 

Mr. Krause. Yes. As Mr. Ladden put to you so well, our business 
is one that has many different variations, that is, as to the types of the 
material and the size. For us to extend these things, he hasn’t exag- 
gerated this one iota when he said for us to keep track of all the 
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variations of the DO numbers and small quantities that might be used 
in any one order we would have to have a chart that wouid fill up this 
wall. That is not exaggerated. 

Mr. Barrierr. Ebonized asbestos board; is that enough of a de- 
scription ¢ 

Mr. Krause. I would say it should cover the three types, the ebon- 
ized asbestos, monobestos, and Benelex 70. 

Mr. Mutrer. In other words, if you got a DO covering a 1-inch size 
ebonized asbestos and you sent that on to your supplier, you just could 
not get it ¢ 

Mr. Krause. No; we would have to await our turn in the parade. 

Mr. Muurer. He is not going to cut it to size for you ¢ 

Mr. Krause. Exactly. And, of course, all of these things go through 
an irreducible manufacturing cycle. It is not just a matter of going to 
the corner grocery and picking that thing off the shelf. For him to 
produce a board of ebonized asbestos he must first make a monolithic 
sheet, which is then impregnated. That process, starting from the 
word “go” up until the time the sheet. is finished, is a cycle of several 
months. The reason I say several months is because it is an aging 
process. So you see we recognize the manufacturer, who is our prime 
supplier of these materials, has his problems. I honestly believe they 
are trying to do the best they can for us, but we also recognize unless 
we can come to him with a consideration of supplying us an initial 
supply I think our problems are going to become more and more 
complex as we go on. 

Mr. Muurer. Thank you, Mr. Krause. 

Mr. Krause. Thank you, sir. 

Mr. Murer. Who is your next witness, Mr. Lickey ¢ 

Mr. Lickxey. Our final witness is Mr. Arthur T. Beach. 


STATEMENT OF ARTHUR T. BEACH, PRODUCTION MANAGER, ABBE 
ENGINEERING CO., BROOKLYN, N. Y. 


Mr. Mutter. You may give the reporter your full name and ad- 
dress, 

Mr. Beacu. My name is Arthur T. Beach. I reside in Huntington, 
N. Y., and I am here representing the Abbe Engineering Co., 554 
Union Avenue, Brooklyn. This concern has been manufacturing 
processing equipment of various types for the past 50 years. We 
employ approximately 50 people. 

Our products are the following: Ball and pebble mills, which are 
generally used for pulverizing, grinding, or mixing paints, coating 
materials, chemicals, drugs, ceramics, minerals, and metals; centrifu- 
gal or turbo sifters, used for mechanical screening of chemicals, colors, 
dyes, resins, flour, and other materials in the powder form; mixers 
which are used for dissolving, homogenizing, and dispersing mate- 
rials such as pharmaceuticals, cosmetics, paint, dyes, ceramics, and 
chemicals. 

Our other products are cutters, crushers, jar-rolling machines, and 
ring-rolls mills. 

As you can readily see, the largest percentage of our products are 
fabricated; and because of this our largest single procurement prob- 
lem is steel plate and iron and steel castings. 
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In general, our products are purchased for plant expansion and 
new plant installation, and the majority of our customers are doing 
work which is tied into the defense program. During the last war our 
customers were able to obtain priority ratings whic oh natur ally were 

a great help in allowing us to buy steel plate and iron and steel cast- 
ings. At the present time we have gotten very few national defense 
or DO rating orders as our customers are not allowed to extend their 
own rating to us because the ratings are not meant to include com- 
plete units of production equipment. 

Our purchasing of various types of steel plate is done from mills 
and warehouses. These items hardly ever are purchased in carload 
lots because of the wide variety of stock necessary and also due to 
the fact that most of our equipment is custom-built, and because of this 
our largest single procurement problem is steel plate and iron and 
steel castings in general. 

When purchasing direct from the mill, which we must do in respect 
to special steels, we run into a combination of problems. To take an 
example in the ordering of carbon steel and abrasion-resistant steels, 
the mill will accept and ship orders which cover only a complete 
50-ton pour, and these orders must be covered by a DO priority rating. 

Stainless-steel plate, which is normally purchased by us from local 
warehouses, is unobtainable without a DO priority rating. In the 
case of plain carbon-steel plate, we make a daily survey of 20 to 30 
percent of the local warehouses and place orders for whatever is ob- 
tainable. 

Under the present system we are only able to procure 20 to 30 per- 
cent of our needs in steel plate and iron and steel castings. If this 
situation continues we anticipate we will be able to ship only 30 per- 
cent of our present orders during the next 6 months. This will eventu- 
ally lead to a condition of dee ‘Teased shipments until we are forced 
out of our regular line of business which we strongly feel has an 
important place in this country’s wartime as well as peacetime 
economy. 

Now, the problem which I have I think has been ably covered. The 
worst situation in steel has been covered, and the foundry situation 
has been ably covered by Mr. Taylor. The only suggestion I have 
is from what I heard today. I assume that CMP will be a help to 
us—I sincerely hope so. 

Mr. Mutter. If it isn’t, we want to know about it. 

Mr. Bracu. Yes. 

Mr. Mvuurer. Any questions, Mr. McKinnon ? 

Mr. McKinnon. No. 

Mr. Damas. May I ask a question, Mr. Chairman / 

Mr. Mutter. Yes. 

Mr. Damas. Mr. Beach, are you offered any of the products you use 
at premium prices, by what might be called through irregular 
channels ¢ 

Mr. Breacn. As I say, in the plain steel which is purchased from the 
warehouses, they are warehouses which we have dealt with for years, 
so I don’t think we would run into that problem. 

Mr. Datmas. You haven’t had any offer from outside! 

Mr. Beacn. I could not say, sir, definitely. 
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Mr. Mvvrer. That very pleasant connotation for what we call the 
black market has not misled you, has it? 

Mr. Beacn. That is not really my line. I could not say exactly. 
It is a big problem for a small company to contact these warehouses 
and try to get what we can from the present supply in the area, but 
the people that we do contact are the mills that we do business with 
continually, so I don’t think we would be approached on the price 
standpoint. 

Mr. Datmas. Mr. Chairman, I want to say the committee has had 
no evidence of any legitimate individually owned or company-owned 
warehouse that has indulged in the premium prices. It is usually 
someone who is not connected with the steel business at all who seems 
to have this extra supply of steel. 

Mr. Muvrer. And very often it is men who try to break into the 
business as brokers. 

Mr. Beacu. That is mght, sir. 

Mr. Murer. I know the Office of Price Stabilization would like to 
know who they are, so if you do come across any please let the Office 
know about it. 

Mr. Beacnu. I will be very pleased to, sir. 

Mr. Mutrer. Thank you very much. 

Mr. Beacn. Thank you, sir. 

Mr. Muvrer. Mr. Lickey, I think that concludes your presentation 
on behalf of the Brooklyn Chamber of Commerce, and we are cer- 
tainly indebted to you. I offer you again the thanks of the committee. 

Mr. Licxey. I would like to offer you the thanks of the Brooklyn 
chamber for giving such a good hearing to their problems. 

Mr. Murer. I think Mr. Terry, Mr. Linder, and Mr. Bush have 
some problems to present for the automobile industry. 

Mr. Linper. That is correct, sir. 

Mr. Mvtvrer. I think it would be well for the three of you to come 
forward. Your name, sir, is Linder? 

Mr. Lixper. William Linder. 

Mr. Murer. Your address? 

Mr. Linper. 2039 East Twenty-seventh Street, Brooklyn. 

Mr. Murer. You represent Lind Motors, Inc. ? 

Mr. Linper. I represent Lind Motors, Inc, 

Mr. Mvucrer. Aud you are Mr. Terry? 

Mr. Terry. Tracy Terry, of Terry Bros., Patchogue, Long Island. 

Mr. Muvrer. And your addréss ?¢ 

Mr. Terry. 431-439 West Main Street, Patchogue, Long Island. 

Mr. Muurer. And you, sir? 

Mr. Osrro. I am Julian Ostro, 1819 Broadway, New York City. 
I am tlre executive director of the New York Used Car Dealers Asso- 
ciation for the State of New York. Our association, of course, will 
speak on behalf of all the used-car dealers. 

Mr. Mucrer. Yev. 

Mr. Osrro. We represent the 2,400 dealers in this State. Mr. Daniel 
Rosen, our general counsel, has arranged this so we will not have all 
the dealers in this room. 

Mr. Muvrer. Will you give us your name! 

Mr. Rosen. Daniel Rosen, 30 Broad Street, New York.” My posi- 
tion is general counsel of the New York State Used Car Dealers 
Association. 
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Mr. Pater. My name is C. Ray Palmer, executive vice president 
of the Brooklyn and Long Island Automobile Dealers Association, 
268 Ashland Place, Hotel Granada. 

I would like to state for the record, Mr. Chairman, that we represent 
in this area of Kings, Queens, Nassau, and Suffolk, 470 automobile 
dealers, and we have thought not to bring in a lot of the members of 
the association to speak, so we have asked two typical dealers to come 
in as witnesses, Mr. Linder and Mr. Terry. 

Mr. Murer. Thank you, Mr. Palmer. Now let us have an orderly 
presentation. Will you three gentlemen pull up chairs to the table. 

Mr. Rosen. With all due deference, Mr. Chairman, I believe our 
problems may not be coincidental, because I represent used-car dealers 
exclusively, and it is my understanding these gentlemen are new-car 
dealers. 

Mr. Murer. We are going to keep them separate and apart, then. 
If you will just sit down and be patient. Let us take Mr. Linder 
first and then Mr. Terry, unless you two gentlemen would rather re- 
verse your order of appearance. 

Mr. Terry. No; that is all right. 


STATEMENT OF WILLIAM LINDER, REPRESENTING LIND MOTORS, 
INC., BROOKLYN, N. Y. 


Mr. Linper. The automobile has long ago ceased to be a luxury 
and is an absolute necessity to the majority of people in the United 
States. Our mode of life is so geared that if automobiles were cur- 
tailed or restricted our economy would suffer serious consequences. 
Most people must use the automobile to go to and from work, and 
thousands of independent small-business men use their automobiles 
to carry on their business. This fact was recognized during World 
War I], and our industry was declared to be essential. It is more so 
today because of the vast number of suburban communities and manu- 
facturing plants that have sprung up near our large cities, and these 
communities have no other means of transportation except the auto- 
mobile. It is, therefore, urgent that the automobile industry be de- 
clared critical and essential, so that our civilian economy continue 
unhampered. 

In this connection I should like to read a very short statement 
from the booklet put out by the National Automobile Owners Associa- 
tion: 

Do you know your car? Get it repaired immediately. Your life is in jeop- 
ardy. Why lose vital blood—blood vitally essential to the bodily function? 

Mr. Muvrer. Mr. Linder, may I interrupt for the sake of brevity / 

Mr. Linper. Yes. 

Mr. Muurer. We have had somewhat the same presentation made 
to the committee in four different places throughout the country. We 
know your problem as a committee. I would like to have you, if you 
will, instead of trying to convince us how essential the automobile 
is, and your industry is, which we appreciate, tell us, please, as briefly 
as you can, your problems and what you would like to have us help 
you solve. 

Mr. Linver. The problem is, of course, making our industry essen- 
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tial, because that is very important. At the present time we are 
losing a small percentage—— 

Mr. Muurer. You do not mean making your industry essential. 
Your industry is essential, and it has been recognized as such by the 
emergency agencies. 

Mr. Linper. That is what I mean. We feel it is very important, 
because we do not know what we are heading into. If we get into an 
all-out war it is very, very vital that our industry be recognized as 
essential, and that our mechanics and other essential help be deferred 
from the draft, as was done in World War II. Not all of them, of 
course, but a good number of them were deferred during World 
War II. 

Mr. Mutrer. The boys you are referring to are some of the top 
employees ? 

Mr. Linper. The experienced mechanics that are used to maintain 
and service these automobiles that are used by the various people that 
work in the defense plants, doctors, civilian agencies, and other places. 

The retail automobile dealers are legitimate-business men, actively 
participating in their community and civic life, and contributing to 
numerous charities, and doing their share for their communty, State, 
and Nation, that can be expected of successful small-business men, 

The automobile dealers pay large sums in taxes to local, State, and 
Federal Government, employ a large number of people; have large 
real-estate investments, which contribute to the economy of their 
communities, States, and Nation. As a typical example, my dealer- 
ship in the years 1946 to 1950, inclusive, paid as follows: 





| 1946 147 6] | 198] 189 1950 
- — _ | _ ERE eee — — = on= 
U.S. Treasury income tax | $4,822.18 | $22,238.08 | $20, 735. 44 | $24,900.80 | $49, 861.0 
New York State franchise tax | 750. 90 2, 176. 48 1, 947. 47 3, 700. 48 | 5, S50. 61 
| 91,822.83 | 133,311. 60 155, 760. 26 | 176,297.17 | 218, 848. 7% 
| 


Annual payroll 





In addition to these taxes, there are real-estate and gross-business 
taxes to the city of New York, local and State fees for permits and 
licenses, and other fees and taxes which, together, total several thou- 
sand dollars each year. 

Automobile dealers are constantly improving their facilities by 
modernizing and installing new equipment to render better service to 
their community. 

As a result of Federal Government regulations and controls, auto- 
mobile production has been cut recently, and will be cut further in 
the near future, to the detriment of the automobile dealers and the 
general public. In addition thereto, there is contemplated an increase 
of excise taxes on automobiles, which will further cut sales, and seri- 
ously affect the lower-income group which purchase the greatest num- 
her of automobiles produced each year. 

The Office of Price Stabilization has recently allowed an increase 
to the manufacturers without consideration to the dealers and thus 
reduced their historie discount. The dealers’ cost of doing business 
has been going up each year and any reduction of his basic discount 
will seriously affect his revenue and his ability to pay taxes. He must 
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pay a gross-business tax and salesmen’s commissions on this new 
increase. 

The controls imposed by the Federal Reserve Board have worked 
a hardship on the public in buying both new and used cars. I submit 
an article in the latest issue of Newsweek on this subject. 

As a result of the cut in production, credit controls, and contem- 
plated increase in excise taxes, our business will be seriously curtailed 
and lead to a sharp drop in Federal and State revenue. 

The next question I should like to bring to your attention is the 
question of the increase in excise taxes. We cannot stress this thing 
too strongly. 

Mr. Murer. Let me tell you about the excise-tax situation. Again, 
the committee is fully familiar with your problems and your views 
and the necessity that confronts you with reference to that. That, 
however, is peculiarly the problem of the House Ways and Means 
Committee, which has sole jurisdiction over that. I understand your 
organization has already made a presentation to the House Ways and 
Means Committee, which has sole jurisdiction of any tax bill that will 
come to the House on the subject. 

Now, the full committee has the facts already, our full committee, 
and when we next go into executive session I am sure we will consider 
it and determine whether or not we should make any recommendations 
to the House Ways and Means Committee on the subject. 

Now, I think you’have a third problem. 

Mr. Linpver. The third problem is the matter of the Office of Price 
Stabilization that has allowed an increase to the manufacturer without 
giving consideration to the dealer. The dealers, of course, are taxed 
on this increase. One tax is the New York City gross-business tax. 
We must pay one-fifth of 1 percent on all our car business. The next 
we have to pay our salesmen. They work on a commission basis. I 
think this matter is absolutely unfair to the automobile dealers. I am 
presenting it to this committee because we feel this committee can aid 
us in correcting this condition. 

Mr. Muvrer. I do not mind telling you this subcommittee is now 
hearing from you for the first time a concrete reason as to why you 
should get an increase, just as the manufacturer did. We have been 
told at prior hearings because of the increase allowed to the manu- 
facturer your customers collected from the manufacturer and you 
should, therefore, get an increase. I think you have given, for the 
first time, a reason why you should get an increase, because that increase 
actually does result in an increased cost of the operation of your 
business. 

Mr. Linper. That is correct. 

Mr. Muurer. By virtue of the additional commission you must pay— 
the additional taxes you must pay. 

Mr. Linper. ‘The additional gross-business tax. 

Mr. Mvtrer. In addition to that, your own cost of operation, be- 
cause of things other than the manufacturer’s increase in cost, that all 
those things warrant you in getting an increase. I think all of those 
reasons should be presented to the Office of Price Stabilization, together 
with the other views you just mentioned. 

Mr. Linper. That is correct. 
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Mr. Mucrer. I think the Office of Price Stabilization will react very 
favorably to a concrete case, if you can make it, showing that you are 
entitled to relief. I have already said this committee is aware of your 
problems. 

Mr. Lixper. Thank you very much, sir. 

Mr. McKinnon. What percentage do you pay your salesmen ! 

Mr. Linper. We pay a salesman an average of 5 percent on the car 
and 10 percent on accessories. 

Now, if I might digress for a moment, the same thing occurred dur- 
ing World War I, or right after World War II, and it was finally 
changed. The salesmen, in practically 99 percent of the dealerships, 
work on a commission basis; in some places they get a small fixed sal- 
ary, plus commission. The commission is bas ed on the selling price 
of the car, over which we have no control. The manufacturer fixes 
the selling price of the car, and whenever there is an increase we get a 
percentage of that increase. This time the increase was approxi- 
mately $100 a car, I think. 

Mr. McKinnon. You are $5 out-of-pocket ¢ 

Mr. Linver. We are out $5 out-of-pocket, plus the business tax. 
Our costs of doing business have increased in the same proportion as 
any other business, whether we be small or large. Our rents have gone 
up, our cost of merchandise that we buy has gone up. We can’t in- 
crease our price on any item because any item we sell, the price is con- 
trolled by the manufacturer. We can’t increase any item of service in 
repairs, because the labor price is both under the price stabilization 
control and the manufacturer also fixes that price. 

Mr. McKinnon. And he is even tougher than OPS, isn’t he? 

Mr. Lanper. Not this time. 

Mr. McKinnon. Are you able to get all the automobiles you can 
sell now ? 

Mr. Lanper. Oh, no. 

Mr. McKinnon. You are still short ? 

Mr. Linpver. No. Some of the independents may be. I happen to 
handle the Oldsmobile, which is one of the popular cars. 


STATEMENT OF TRACY TERRY, TERRY BROS., PATCHOGUE, LONG 
ISLAND 


Mr. Terry. I would like to say a word on this distribution. I may 
get my ears knocked down by the factory, but it certainly is out of 
whack. They are producing more cars today than they ever produced. 
Prewar, we were set up to handle 300 pa rag Since the war we 
have had a total of 106 units. That was last yea 

And talking about operating costs, our overhe: a before the war was 
$35 a day and today it is $110. Our cost for the delivery of a new 
automobile before the war was $85, and today it is $241 when we figure 
it one way, and $305 when we figure it the other way. It all depends 
on whether you figure on a partnership basis, on which we operate, or 
if you figure it on a corporation basis. 

I would like to say a word on this whole profit matter. These auto- 
mobile dealers have all been accused of being shylocks, sharks, and 
making all the money. 

Mr. Mvtrer. That is a new element. I haven't heard that charge 
before. 
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Mr. Terry. I would like to submit that as evidence. The national 
p average is 6.7 percent net. Our net last year was under 4 percent. 
’ ? We are considered a small dealer. 

In addition to that, I have an associate dealer under me, whom I 


qt tried to get some data from, and he is so small he could not get me any 
; data, so we took this data from our own records. He received 47 
. : units last year and his overhead has increased proportionately the 
same way. 
. 4 In addition to that, I would like to say, as far as the small dealer is 


’ ; concerned, with one or. two exceptions, I think they are the outstand- 
ing men of the community, because they meet these people on the 
street every day and they can’t take them over the coals on this stuff 
} and get away with it in a small town, without getting a lot of publicity. 
The other point I would like to make on the essentiality of the 
automobile is this: We have people in our area that drive 70 miles to 
and from their place of employment, and the nearest hospital is 15 
miles, it is 2 miles to a church of any kind, and 5 miles to a church of 
a specific denomination. That is the nearest church they can go to, 
: whether it is in our town or the next small town. It is 2 miles to any 
. food store, and the automobile is certainly a necessity. 
: The other thing is, why are these people living in these areas? 
Because they can’t make money enough to live in a high-rent district. 
: We have people living in garages which they have built themselves, 
) 4 living in them until they can get a house to live in. We have people 
: . living in basements, with a tarpaper roof over it, hoping some day 
they will get a superstructure built up on it so they can live in it. 

Mr. Murer. You are not talking about Huntington, Long Island? 

Mr. Terry. I am talking about Patchogue. That is further out in 
the sticks, where the farmers live. 

The other thing is on this regulation. The gentleman made the 
statement through the papers that it does not affect the sale of auto- 
mobiles. That had this definite effect on our sales: When they cut 
the financing from 24 months to 21 months it definitely knocked out 
a few of our customers. When they cut it from 21 months to 15 
months, within 1 week we had 20 cancellations. People called up and 
said, “We are sorry; we would like to have a Dodge automobile, but 
we cannot swing the payments.” 

Another thing, a lot of these people can’t even finance the $1,000 
used car today because of the finance set-up. It seems to me the 
Government has forgotten those low-income people and those small 
dealers in this whole set-up 

Mr. Murer. We have had that problem presented to us, too, and 
are familiar with it. 

Mr. Terry. There is an article in this Automotive News here show- 
ing the same set-up by a small dealer in Utah. I just got it last night. 

Another thing, on this tax angle, if they put the tax on, it is just 
going to fold us dealers up completely. 

Mr. Mutter. It will fold vou dealers up and it will fold up the 
manufacturers. 

Mr. Terry. That is right. The thing of it is, it is going to hit the 
people where it hurts most. As far as the manufacturers are concerried, 
they can go into defense. It is going to knock out a lot of taxes if 
they can’t collect from the small dealers. 
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Mr. Murer. While you gentlemen are here representing the retail 
automobile industry, I would like to clear something up with refer- 
ence to the elimination of the fifth tire on the new car. When you 
sold a car with five tires it came to you that way from the manu- 
facturer and you had a list price on that car? 

Mr. Terry. That is right. 

Mr. Muvrer. And the manufacturer gave you a discount on that 
price, which represented your gross profit, including overhead and 
operating expenses ? 

Mr. Terry. That is right. 

Mr. Muvrer. And now that they have eliminated the fifth tire the 
list price remains the same? 

Mr. Terry. No. 

Mr. Murer. Do they give you an allowance for the lack of the 
fifth tire? 

Mr. Linper. They reduced the price. Our car handles a 7 by 16 
or 15 tire, and they reduced the price $18 for the tire and tube. 

Mr. Muvrrr. That $18 represents the wholesale cost of the tire 
and tube ? 

Mr. Linper. We don’t know what it represents. 

Mr. Muvrrer. What would it cost you to buy the tire and tube retail ? 

Mr. Linper. Retail it costs $33.90. 

Mr. Mcuvrer. In other words, if you were delivering a new car to 
me today with four instead of five tires I would have to go out and 
buy the fifth one and pay $33.90 for it? 

Mr. Linper. That is right. It would cost you about $15.90 more. 

Mr. Murrer. All that is allowed to you by the manufacturer and 
by you to me is $18? 

Mr. Linpver. That is correct. 

Mr. Murer. So, in addition to that percentage allowance that the 
manufacturer is allowed, because of the elimination of the fifth tire 
he has now got another $15 profit; isn’t that so? 

Mr. Linper. No; I would not say he has got a $15 profit. 

Mr. Mcuurer. Where is it going ? 

Mr. Lixper. Part of it is going, of course, to the retail tire dealer 
or to the tire distributor. You see, what it has done, Mr, Chairman, 
is this: The elimination of the fifth tire has caused the consuming 
public to go out and pay an additional charge, anywhere from $12 
to $20, depending on the size of the tire and the make of the car, to 
the tire distributor or tire retailer. Now, we haven’t even been able 
to get any tires in the last 3 or 4 weeks from the regular sources. 
We delivered a car yesterday afternoon, and we have some tubes in 
stock and we sold the man a tube for, I think, $8, and he is going to 
go out and buy his own tire. 

Mr. Mutrer. As a matter of fact, most of the fifth tires find their 
way into the company store or the store that is owned by the tire com- 
pany. which they then sell at retail to the customer who needs that 
fifth tire. 

Mr. Linper. No, no. 

Mr Terry. That is wrong. 

Mr. Linver. That is not so. May I say this—I don’t know whether 
this is a fact, but I think what happened was this: The directive was 
issued to the manufacturers cutting the number of tires that they got 
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for their automobiles, I think by either 20 or 25 percent. Sometime 
at the end of March, effective April 2, the manufacturer seemed to 
have enough material to manufacture so many units of automobiles, 
and I think instead of reducing the number of cars made and putting 
on the five tires, they are making more automobiles and cutting out the 
spare tire. They are using all the tires they can get, they are putting 
four tires on an automobiles and making more automobiles than if 
they used five tires and tubes, because the tires that the manufacturers 
bought, as I understand, they bought them direct from the tire manu- 
facturers, and those tires do not ever get into the hands of either 
wholesale distributors or retail dealers. 

Mr. Mutter. What does the customer that buys a new car that does 
not have a spare tire have to do? 

Mr. Linpver. He goes to all the retail tire stores and tries to locate it. 

Mr. McKinnon. It is the same with reference to the used car, too? 

Mr. Linper. Yes; it is the same situation that prevailed since 
1946. I have personally said that from the start I could not see it. 

Mr. Mutter. No sane driver of an automobile would drive the auto- 
mobile without a fifth tire. 

Mr. Linper. That is right. The man gets it anyway. The only 
thing it is doing, it is creating some additional profit for some tire 
dealers. I don’t know whether they are getting the additional tires 
from the tire manufacturers or not, but I don’t know anybody yet 
that has been unable to locate the tire and tube. 

Mr. Datmas. Mr. Chairman. 

Mr. Mutter. Yes. 

Mr. Datmas. The committee has had evidence to the effect that 
independent retail tire dedlers are having considerable difficulty in 
keeping a fair stock of tires, whereas the so-called company-owned 
stores are pretty well loaded with tires. 

Mr. Terry. I would like to answer that question, because I have 
had a tire distributor shop in connection with our automobile firm 
franchise. That is the only way we can make money enough to run 
our establishment, on the number of automobiles we have. 

As far as tires are concerned, we are allowed $11.61 credit on our 
invoice for the tire that they take off the Dodge automobile. We can’t 
buy that tire, as the Firestone distributor we can’t even buy the tire 
wholesale for that figure. 

You just made the statement about being crazy to drive with only 
four tires. Last Sunday I had to come to New York and I had to 
drive a new car, I did not have an extra tire to put on, so I came in 
with four tires. We sold a car to a suburbanite some months ago 
that had four tires and one odd-size spare. I took the odd spare off, 
and the man is still driving the car, trying for us to get him the tire. 

This story about the company being overstocked with rubber for 
replacement is a lot of “hooey.” ‘The trouble with the tire situation 
is this: The 750,000 tons of rubber that is held in reserve in Akron 
for the Government, that they cannot make into tires, and conse- 
quently he hasn’t tires enough to go into new cars. 

I hear this talk of shipping trucks to dealers with single wheels 
on the tails. What is the dealer going to do with a truck that has 
two tires on the rear and it has got to have four? 
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The other thing is we are getting automobiles without hub caps on 
them. They just lay around in stock until you sell them. That all 
comes out of our profit. 

Mr. Murer. Thank you, gentlemen. 

Mr. Linper. May I just say another thing, Mr. Chairman? There 
is one point I should like to bring out on the question of production 
and the profit of automobile dealers. I have some figures on my 
dealership and it will only take half a minute to give them to you. 

In 1946 the production was very small. We only received 130 cars. 
We paid a Federal income tax on $4,822.18, and a State franchise tax, 
New York State, $750.90, and our total payroll for the year was 
$91,822.83. In 1950, when we received 500 automobiles, we paid a 
Federal income tax of $49,861.03, and New York State franchise tax 
of $5,850.61, and our annual payroll jumped to $218,848.70, with an 
increase in personnel of only about 20 percent. 

Mr. Downey. What was the increase in the price of the automobile 
during that time? 

Mr. Linper. I would say from 1946 to the end of 1950 about 40 
percent at least. 

Mr. McKinnon. What was your net profit in 1949? 

Mr. Linper. Our net profit amounted to 3 percent. Our net profit 
was $56,000, on a gross business of $1,706,256.85. 

Mr. Murer. I| trust you gentlemen throughout your industry here 
are participating in presenting your case to OPS. I don’t know what 
you are doing on it. We have been told in other places that your in- 
dustry was presenting the case on your behalf. 

Mr. Linver. The National Automobile Dealers’ Association has a 
committee that is working with OPS in Washington, the same as we 
did during World War II, or after it, but we have found that the 
Small Business Committee, your committee, can be very helpful to us. 
It is much easier to present our facts to your committee, and then the 
National Automobile Dealers’ Association committee meets with OPS 
in Washington and your committee can do us a lot of good down there. 

Mr. Muurer. We will do what we can to be of assistance. Mr. 
Palmer, Mr. Terry, and Mr. Linder, we appreciate you coming here 
and giving us this information. 

Mr. Terry. I have further information along this line. I don’t 
know whether it has been brought out before this committee at the 
previous hearings or not. I would like to bring this point out about 
this automobile-financing plan. All of us dealers have to have floor- 
plan credit to pick up the cars at the factory. I spoke to our bank 
the other day as to how much they would extend to me in the way of 
credit in case we went to war. I said, “If I wanted to buy 100 auto- 
mobiles at one crack will the bank go along with me to the extent of 
about $150,000 credit?” They said, “Well, we want to look up your 
financial statement.” 

So they looked at my financial statement, and finally the board said, 
“Yes: we will go along with it.” So I am also a director of this small 
bank, and I wondered whether the bank that was going to buy the ex- 
tension of credit over and above $35,000, which my own bank could 
handle, would approve it. : 

So I went to the Central Hanover Bank in New York the other 
day and talked to three of the vice presidents about the credit exten- 
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sion, and they said, “Mr. Terry, we will go along with you to the ex- 
tent that your bank recommends, provided the Federal regulation does 
not curtail this floor plan.” He said, “It is definitely under considera- 
tion that this be limited on the basis of gross volume of a noninventory 
character.” 

Now that thing should be considered, because you take a dealer who 
ordinarily has a tremendous demand for automobiles in May, June, 
and July, he has got to stock those automobiles in January, February, 
and March to have them available for delivery. If they curtail the 
floor plan, that is also going to affect the dealers. 

Mr. Muvrer. Your credit situation, 1 think, should be presented, 
on behalf of your industry, in the first place to the Federal Reserve 
Board. Bear in mind the Federal Reserve Board is an independent 
agency. Nevertheless, if you should present your program to them 
in the first instance and let us know, we will do what we can to be of 
assistance to you. 

Mr. Terry. That is all I have, except that I would like to give you 
the names of some of the organizations that I am connected with. 

I am at present vice president of the chamber of commerce, chair- 
man of the finance committee of YMCA, camp chairman of the Suf- 
folk County Council Boy Scouts, director of a local bank and a hotel, 
and chairman of the special gifts committee of the Red Cross. 

If 1 told you what our gross volume of business was last year, you 
might be surprised, but if I told you what our net profit percentage 
was, you would probably not believe it, but we have a statement by a 
reputable public accountant to verify it. We have a real-estate in- 
vestment of $70,000, a payroll of $20,000 per year, plus Federal and 
State taxes. Due to strikes in 1950, we would not have shown a net 
profit if we had not had a tire franchise in addition to automobile sales. 

During the last war we kept open Sunday morning to work on de- 
fense workers’ cars to help expedite production. We, as many other 
dealers, have contacted our Senators and Representatives through as- 
sociations and individually as to the seriousness of this regulation. 

Mr. Mucrer. Thank you, gentlemen. 


STATEMENT OF DANIEL ROSEN, GENERAL COUNSEL, NEW YORK 
USED CAR DEALERS ASSOCIATION, INC., NEW YORK, N. Y. 


Mr. Rosen. Mr. Chairman, I am the general counsel for the New 
York State Used Car Dealers Association. We represent 2,500—I 
won't call them used-car dealers, I will call them whipping boys. 
We would gladly change places with the used-car dealers, Mr. Chair- 
man. We would like to have their problems rather than ours. Ours 
are more acute. 

I would like to foeus the attention of this Select Committee on Small 
Business of the House of Representatives upon the damage caused 
by the enactment of regulation W, referring to consumers’ credit, by 
the Board of Governors of the Federal Reserve System, insofar as it 
affects the used-automobile industry. 

The enactment of regulation W has as of this date gone beyond its 
original contemplated purpose and virtually destroyed one of the 
major industries in the United States, composed entirely of small- 
business men. Regulation W has not only attempted to curb inflation, 
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but its far-reaching effect has been to virtually wipe out the entire 
used-car industry. 

Mr. Murer. One charge leveled against the industry is that you 
have changed places with the retail dealers and taken their new cars 
and have been selling them as used cars. 

Mr. Rosen. May I say this, Mr. Chairman: 3 weeks ago two bills 
were introduced in the New York State Legislature, which passed 
both houses and were placed before Governor Dewey for his approval. 
I sent a memorandum of law to Governor Dewey, after having suc- 
cessfully proved the unconstitutionality of the law in Nebraska and 
Virginia, and I used the same brief in New York, and convinced 
Governor Dewey that to enact any legislation that would discriminate 
against and permit the used-car dealer to sell used cars only while 
the new-car dealer would be permitted to engage in both occupations, 
that of selling used cars and new cars, is unconstitutional, that it is 
contrary to the policy set forth in the fourteenth amendment which 
says you cannot hi ave special legislation for special people. 

Mr. Muuver. Let us agree with you on the constitutional point and 
then let us get to the next problem. If I can sell a new car for $2,500, 
why can you take the $2,500 ear and sell it for $3,000? 

Mr. Rosen. We cannot. TI beg to differ with you, Mr. Chairman. 

Mr. Muurer. Under OPS now you cannot do that. 

Mr. Rosen. At the time when we sold the new car for $3,300 we 
had to purchase it for somewhere in the neighborhood of $3,000 or 
$3,100. 

Mr. Moutrer. Why should you pay $3,000 for the car that the dealer 
had to pay $2,000? 

Mr. airy. He made a profit of $1,000 on the automobile. 

Mr. Mcuurer. Who did? 

Mr. Rosen. The new-car dealer made a profit of $800 on the auto- 
mobile. We invested more money in it than he did, and we made 
less profit, we only made $300 on the automobile. Maybe I should 
say this: I don’t quite agree with the chairman on the statement he 
made. There are many automobiles that have base prices. Let us 
take hypothetical cars that have base prices of $2,000 and when the 
purchaser walks out of the showroom with the automobile, that cost 
him $2,800. How does that happen? He doesn’t quite realize it until 
he walks around and looks at the automobile and sees a lot of acces- 
sories on it, everything except artificial respiration. He does not vet 
need artificial respiration, but the car costs him $2,800, 

Mr. Mutrer. What does the used-car dealer do with those accessories 
when he gets the car? 

Mr. Rosen. We are stuck with them, because we are not permitted 
to charge for them. In fact the Federal Reserve bank’s mistake was 
on these accessories. The same automobile that had the base price 
of $2,000 and it is $2,300 in our showroom, for the sake of argument 
say we are charging $300, but yet it is $500 less than when the customer 
walks out of the new-car showroom with the automobile that had fhe 
same base price. We make less money and don’t have the supply. 

Mr. Rrexeman. The important point I would like to clarify a bit 
is in respect to the new-car dealer himself making an additional profit 
on the car before it goes to the used-car dealer, so the used-car dealer 
can’t be accused of making this enormous profit by himself. 
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Mr. Rosen. He does not make an enormous profit. The large 
margin of profit is with the new-car dealer who buys at the factory 
price. We have to buy at the retail price. 

Mr. Rrentman. He sells it to you at the retail price? 

Mr. Rosen. He gets the retail price, sir. Let me say this, sir, that 
if the used-car industry were exterminated there would be no new-car 
industry, because, just as this gentleman mentioned the fact he needs 
the floor plan, today the used-car dealer is pretty much a floor-plan 
merchant. The new-car dealer can’t dispose of those automobiles, 
and he has to pay cash for those automobiles and doesn’t have the 
money to buy them, let us say it is 30 automobiles, he calls the used- 
car dealers the whipping post, and he says, “Gentlemen, would you 
take 5 automobiles off my hands,” and to another one he says, “Would 
you take 3 automobiles off my hands,” and so on, until he gets rid of 
the entire 30. Since the franchise does not contemplate selling 
directly to the used-car dealer, he uses the name of an individual 
dummy, so it is all in the name of the individual transfer to the used- 
car dealer. And then the State of New York wanted to enact legis- 
lation that said, “You cannot register this new car even though it has 
not been driven, because it was never in the name of a private 
individual.” 

Mr. Mvuvrer. We have enough problems to cope with, Mr. Rosen, 
without going into something that affects the Federal Reserve Board. 

Mr. Rosen. I did not raise the issue. You yourself brought it up. 

Mr. Muvrer. Don’t misunderstand me. I think both of your indus- 
tries have a very definite place in our business in this country. You 
have done a good job, and I am sure you are going to do a good job 
even though it is necessary to have some regulations that apply to 
both of you. Will you tell us, as briefly as you can, what the problem 
is in your industry that you think this committee can be helpful on? 

Mr. Rosen. The major problem in the industry is the effect of 
regulation W. 

There are at present in this country approximately 60,000 small- 
business men engaged in the business of buying and selling used aut®- 
mobiles exclusively, and an additional 40,000 dealers engaged in the 
business of buying and selling both new and used automobiles. 

The New York Used Car Dealers Association is representative of 
the State of New York, wherein are located approximately 2,500 
dealers in used automobiles exclusively, approximately 700 of which 
are located within Greater New York. These dealers pay taxes to 
their various municipalities, to the State of New York, and to the 
Federal Government totaling millions of dollars annually. The 
60,000 used-car dealers employ approximately 500,000 persons directly 
in their business and many times that number indirectly in the recon- 
ditioning of the used automobiles. 

The Federal Reserve Board, on October 13, 1950, without consulting 
industry representatives, particularly trade association representa- 
tives. as provided in section 709 of the Defense Production Act of 
1950, issued an amendment to regulation W, effective 55 hours later, 
drastically reducing terms on automobiles from 21 months to 15 
months. This amendment was enacted without regard to industry 
and without any studied effect or with sufficient time to have elapsed 
to reflect the true effect of the original regulation enacted on Septem- 
ber 13, 1950, 
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In attempting to justify its position, the Federal Reserve Board 
used as a guide a period from September 8 to 18, 1950, which preceded 
the effective date of the original regulation, although the prices of used 
automobiles on September 14, 1950, had already declined below those 
of the preceding April and May and had diminished to a point below 
where the upward trend brought about by the Korean situation had 
commenced. 

The destructive effect of regulation W has brought to a complete 
standstill sales in the used-car industry, most severely felt now with 
the commencement of the season for the sale of used automobiles. 

The chaos created by this regulation finds the industry in a position 
where, despite the greatest surplus of automobiles in history and a 
demand on the part of a public for an article that is a necessity in 
its daily life, the vendor is unable to sell and the buyer is unable to 
purchase because of the prohibitive measures of regulation W. 

While regulation W served a very wonderful purpose during World 
War II— it actually curbed inflation—of course there wasn’t too much 
choice, because the stockpile of automobiles was almost depleted, and 
there was no manufacture of automobiles, and the few automobiles 
that were on the market were commanding fabulous prices, so the 
poor man on the street was not able to buy a new automobile at that 
time. 

But that is not the situation today. There is presently the greatest 
stockpile of automobiles in the history of this Nation. Twenty million 
new automobiles have been manufactured in the postwar era. Last 
year 8,500,000 vehicles were manufactured in the United States, and 
with the wartime production cut-backs in the factories, for the first 
6 months of this year, they have announced their production will be 
3,500,000 cars. They have actually produced—with the cut-backs, 
roll-backs, and all the restrictions imposed by the Federal agencies— 
they have actually produced as many cars in the first few months 
of 1951 as in 1946 and 1947 combined. 

Now you have this tremendous surplus of automobiles. You have 
a demand for automobiles. The demand could never catch up with 
the present supply that is stockpiled in this country, and yet regula- 
tion W, imposed by the Board of Governors of the Federal Reserve 
System, has actually made it prohibitive for any person living on a 
total income of $5,000 or less to purchase an automobile. 

Mr. Muvrer. You and the new car dealers are in agreement on the 
proposition that regulation W is bad for both of you? 

Mr. Rosen. I can only speak for the poor used-car dealers that I 
represent. 

Mr. Murer. Have you presented your case to the Federal Reserve 
Board ¢ 

Mr. Rosen. We appeared at the hearings at Washington conducted 
by the Senate. We cen on at least 26 occasions before the Federal 
Reserve Board, the National Automobile Dealers Assosciation, the 
National Used-Car Dealers Association—I would’say the association 
representing the used-car dealers in at least 42 States have appeared— 
and to no avail. Asa matter of fact, the net result of our appearance 
was to curtail credit further, from 18 months to 15 months, so I think 
we might have done better if we just stayed away. 

May I say this, Mr. Chairman. Mr. Linder brought up something 
to this effect, but I would like to reiterate it. You know, it is like a 
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fellow with a severed artery in the head and the first aid consists of a 
tourniquet applied to the throat. 

The adoption of regulation W during the years of World War II 
was most timely. It served to curb inflation by limiting consumer 
credit at a time when commodities were so scarce as to rise to a cost 
all out of proportion to its normal index. This was particularly 
true in the automotive industry, where production of automobiles 
for civilian use had ceased entirely and at a time when reserve stocks 
of automobiles had been almost depleted. Coupled with the acute 
shortage of automobiles was an increased demand by the public 
because of persons engaged in defense work necessarily having to 
travel to war plants by automobile, and because of the wartime econ- 
omy in which persons’ earnings had reached an all-time high. Today 
this situation is nonexistent. Our national wartime production is 
low, there is no business boom anywhere in the United States, persons 
are earning less money than. during the period of World War IT, 
and are simultaneously compelled to meet a tax budget the highest 
in the history of this Nation. Under present circumstances small 
business needs measures that would encourage buying rather than 
curb it. 

On January 26, 1951, through the Economic Stabilization Act, the 
Office of Price Stabilization was created for the purpose of placing a 
freeze upon prices. Used automobiles have come within the regula- 
tions of this agency. The regulations adopted by the Office of Price 
Stabilization have served a far better purpose in preventing inflation 
by setting a ceiling price at which automobiles may be bought and sold. 
There is no such provision in regulation W. One of the advantages 
of the price-control regulations is that there is nothing contained in 
act or the regulations thereunder that virtually prohibits buyers from 
purchasing used automobiles by placing restrictive measures as to 
payment upon the purchaser. 

The best illustration of the inadequacy and the unnecessary exist- 
ence of regulation W is the fact that the market price of used cars 
is presently far below the ceiling price set by the Office of Price 
Stabilization, even though the prices fixed are rolled-back prices. 

Now I know, from the 2,500 agencies which we represent in New 
York, that they are presently going out of business at the rate of 
about 3 percent a week. That is fabulous, but that is what the regula- 
tion has done to our business. If there were not that regulation W 
I would be the last one to come before this committee, but not only 
is there a regulation W but we have a ceiling-price control that is 
now in effect. The Office of Price Stabilization has fixed the ceiling. 

Mr. Muvrer. Are you selling used cars at ceiling prices ¢ 

Mr. Rosen. I wish we could. The average used car is sold any- 
where from $400 to $500 under the ceiling price. We only wish the 
car would go at the ceiling, but it could never reach the ceiling. 

Mr. Mutrer. Do you gentlemen who are new-car dealers find the 
same situation to be true as in the used-car industry, that you can- 
not get the ceiling price for them ¢ 

Mr. Patmer. We sell our cars at 25 percent under ceiling. There 
isn’t a man in the city who would buy the car at ceiling. 

Mr. Rosen. Mr. Chairman, I would just like to point out this: 
regulation W and price stabilization were very good when there was 
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a short supply of automobiles, but right now there are plenty of used 
cars on the market, both in the hands of new-car dealers and used-car 
dealers. You take last year, while the figures are a little out of line, 
8,500,000 vehicles—that is trucks, busses, and everything—there were 
about 6,700,000 passenger cars manufactured and delivered in the 
United States—sold—which means approximately 6,000,000 used cars 
came into the hands of new-car dealers. Every new-car dealer sells 
a good percentage of them retail direct to the public, and the balance 
of the cars are sold to the used-car dealers. At the present time, in 
view of the supply, we can never get the « eiling price on these cars 

Mr. Mucrer. If regulation W were removed, would not the price 
go up, because the terms would be much easier ? 

Mr. Rosen. I don't think so. What would wt gol is you would 
permit the low-income groups, some of whom have s that are 15 
years old, to buy a 5-year-old car or a 4-year-old car ~ they would 
be able to meet the payments out of their income. 

Mr. McKinnon. The lower your terms, the greater spread you have 
for customer acceptability, for a greater market, and the more market 
you have the more your price may go up. 

Mr. Rosen. I grant that what you say, under the principle of 
normal economics, would be true, assuming the supply were either 
insufficient to meet the demand or just sufficient to meet the demand, 
but you could not sell 20,000,000 automobiles in the United States 
in the next year, because there are not 20,000,000 people who could 
afford it, even if regulation W were lifted. 

Mr. McKuxnon. Mr, Rosen, up in Syracuse yesterday the used- 
car dealers and the new-car dealers came before us and told us 1 out 
of every 10 automobiles is obsolete and should be taken off the road; 
that the supply of good automobiles on the road was reaching a more 
and more promising condition. 

Mr. Rosen. I think the used-car dealer, with all due respect to you, 
was trying to sell you a car ina hurry. He was looking to make a sale. 

Mr. McKinnon. He was talking to the committee, he was not trying 
to sell us automobiles, 

Mr. Rosen. The fact of the matter is that the way regulation W 
has created a situation, we are stuck with the better cars. As a matter 
of fact, the only automobiles that are moving out of our showrooms 
are the old, prewar cars, because those are the only cars that the public 
can afford, so actually you are creating a safety factor nationally. 
The man in the defense plant gets no preference from the Federal 
Reserve Board, or if he is a veteran he gets no preference, unless he 
uses the car in the course of his employment. 

Mr. McKinnon. Maybe you did not have any luck on regulation W 
when you went before the Federal Reserve Board. Maybe you can 
use the same argument that the real-estate men used on regulation X 
und now regulation X is being repealed here and there in certain 
areas where a house is being sold to a defense worker. Maybe you 
can sell the Federal Reserve Board on the idea that you cannot sell 
your cars to the people working in defense industries without the 
elimination of regulation W. 

Mr. Rosen. At the time I appeared at the hearing in Washington 
before the Senate committee, that was the only point that I presented 
for the committee: the fact that an exception should be made for 
defense workers, and absoluely no weight was attached to it. 
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Mr. Murer. Congressman McKinnon is suggesting that argument 
be presented to the Federal Reserve Board, which has issued regu- 
lation W. 

Mr. Rosen. We have done so, sir, many times, but no matter what 
situation you tell them has resulted from the enactment of regulation 
W, the stock phrase given to us, “That is just why we enacted it.” I 
am sure it was not the purpose of the Federal Reserve Board to destroy 
industry. 

Mr. Muurer. It was not the purpose of the Congress to enact any 
law under which any governmental agency can throttle any industry 
in this country. 

Mr. Rosen. That has been the effect of it. 

Economic conditions and the laws of supply and demand have 
always governed market prices in the used automobile industry. In 
1948 and 1949, despite the fact that there was no regulation W in ‘effect, 
automobile prices depreciated due to accumulating surplus. That was 
true although no restrictions of any kind were plac ‘ed upon the buying 
public. At that time, consumer credit had been extended to the public 
to a point where a buyer could purchase an automobile with no money 
down and 3 years’ time within which to pay the cost of the car. 

The purposes behind regulation W were to prevent or attempt to 
curb inflation by limiting the demand for used automobiles. This has 
been proven to be false reasoning and the regulation itself has boom- 
eranged, because instead of curbing inflation, for which other meas- 
ures have since been adopted, it has damaged the national economy. 

Hundreds of thousands of employees in the used automobile in- 
dustry and in those industries allied with the used automobile field 
have lost their employment and means of earning a livelihood because 
of the destructive effects of regulation W upon ‘the used car market. 
If this Nation were on a full-scale wartime production basis, perhaps 
the slack in unemployment might be taken up by war plants, but that 
is not the present situation. 

The loss of employment by hundreds of thousands of automobile 
salesmen, mechanics, porters, and other employees necessary to the 
business has done almost irreparable damage to our national economy, 
for where there is reduced income there is reduced buying, and reduced 
buying, when there is present a surplus of a commodity, must cause 
panic in that industry. This is what has occurred in the used auto- 
mobile field today. 

Not only has the employee suffered because of the dire effects of the 
regulation, but the loss to the small-business man has been even greater. 
The aver ‘age used-car dealer's business has been curtailed from 50 
percent to 90 percent in volume, a greater sacrifice than in any other 
industry in the United States. 

The used-car industry is the bottleneck through which the larger 
part of the automobile industry passes and stagnation in the used-car 
business will seriously and adversely affect the economy of the entire 
Nation. 

The public, who own 95 percent of all used cars in the country, is 
suffering a loss of many millions of dollars by the recent reduction 
in values caused by regulation W, thus providing for a penal effect 
rather than a salutary effect. 

86267—51—pt. 2--—12 
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If the United States of America were presently engaged in a total 
war, regulation W would still serve no purpose as a wartime measure, 
insofar as the used automobile field is involved. 

Used cars do not require strategic materials because they have al- 
ready been manufactured. This is also true of replacement parts. The 
automoble factories do not continue current manufacture of used car 
parts, thus they do not deprive this Nation of any product vital to its 
defense. 

If this Nation were engaged in a total war, regulation W would have 
a harmful effect because it deprives millions of defense workers and 
workers in industries allied to war plants, of necessary transportation, 
so vital to war production. 

Workers with small and medium incomes can no longer buy the type 
of cheap automobile which a person of his class needs and can afford 
to pay for. Such individuals are compelled to purchase the lowest 
grade transportation which, in the long run, is the most expensive 
to drive and maintain. The lifeblood of the small business industry 
is the budget buyer. Regulation W has practically curbed the ability 
of the budget buyer to do business with the small-business man. 

Inasmuch as there presently exists governmental regulations en- 
acted for the very purposes stated in the enactment of regulation W 
and which measures are far more successful in their effectiveness, there 
is no need for a regulation that is special in its purposes and that af- 
fects a particularized class of tl 

Regulation W has no effect on persons requiring automobiles only 
as a luxury and who have the ability to pay any price for an auto- 
mobile, yet if only the wealthy could afford to purchase and ride in 
automobiles, it would mean the end of the automobile industry as a 
whole. Despite this, regulation W is less stringent when applied to 
persons who can afford new automobiles. 

Persons who can afford to pay as they go are legitimate buyers. vet 
this regulation permits the wealthy to pay as they go, but not those 
persons in a lower-income bracket who can afford to pay as they go. 
The reason for the condition is that the regulation compels the lower- 
income-brackets buyers to spend moneys in advance of their use of the 
product. 

The effects of regulation W have been contrary to those contem- 
plated by its enactment. The regulation has actually caused inflation 
by steering the public into the new car field, creating bonus payments 
under various subterfuges, including so-called loading, by compelling 
the purchase of additional equipment costing hundreds of dollars and 
for which the motorist has no need. 

The new car must eventually cost far more that it does today, thus 
bringing inflation into the new car industry. The industry could not 
take the loss represented by the discarded used automobile for which 
there will be no market as a result of this regulation. The consequence 
will be that the purchaser obviously will have to sustain this loss by 
himself so that in purchasing a new car, he will have to pay the full 
purchase price and not find any market for his trade-in. 

The public safety must also eventually be affected, because by the 
provisions of regulation W the average man will be compelled to buy 
a jalopy, and those having cars now will be compelled to keep them for 
so long a period of time that they will eventually become jalopies, and 
hecome a safety problem on our highways. 
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The regulation has forced buyers to pay in advance through artifi- 
cially rigged down payments and contracts, far more than it is eco- 
nomically necessary for them to pay in order to obtain private trans- 
portation. The terms of regulation W can best be illustrated by in- 
voking the similarity in another means of transportation. By the 
terms of the act, if it were applied to another means of transportation, 
a businessman would be compelled to purchase 100 railroad tickets in 
advance, where he normally contemplates making business trips over 
a period of 2 years. Such a passenger has the ability to pay for his 
trips over a period of 2 years, but may not, of necessity, want to, or 
even be able nr for traveling expenses 2 years in advance. 

Mr. Terry. I would like to say about regulation W, in the first place 
I don’t think the down payment should be changed, but the extension 
of time should be changed. 

Mr. Rosen. It is up for renewal on June 30. 

Mr. McKinnon. Let me explain why regulation W is in effect. Of 
course, as Mr. Multer said, we do not want to put any particular busi- 
ness out of operation. Here we were faced last year with trying to 
keep the dollar worth something, we were faced w ith about a $16,000,- 
000,000 defense effort going out in the next fiscal year with no counter 
amount of money coming in. Now with $16,000,000,000 going out into 
the economy, it would have a great inflationary impact on our dollar. 
So in passing this credit regulation legislation, we were trying to take 
back this $16,000,000,000 out of our currency. 

In the matter of credit, we had about $42,000,000,000 outstanding 
on housing, we had about $18,000,000,000 outstanding on commodity 
credits, in other words, something like $60,000,000,000 outstanding in 
consumer credit on the purchase of washing machines, automobiles, 
one thing and another. So, by passing regulation X for housing, and 
by passing regulation W for automobiles, we hope, by contracting 
commodity credit in our economy, we can offset the $16,000,000,000 
that the country is putting out in fresh money for the war effort, s 
as to keep the economy stable. 

Mr. Rosen. That was more or less the congressional intent for which 
regulation X and regulation W were enacted. 

"As I have stated, the used car is a means of transportation and not 
a luxury item. If that be so, would you compel the businessman to 
travel by railroad? That, too, is a means of transportation. Would 
this committee compel the businessman, who had to make 100 trips 
over the period of 2 years to buy 100 railroad tickets in advance / 

Mr. McKrnnon. Mr. Rosen, I don’t think that illustration is apt. 

Mr. Rosen. That is the effect of it, sir. You would not make the 
man buy those 100 railroad tickets before he made the trips. 

Mr. McKinnon. That is a different type of thing, because railroad 
tickets are not in the credit field. 

Mr. Rosen. Only 3.98 percent of the total normal purchasing power 
is extended to consumer credit, less than 4 percent of the normal pur- 
chasing power of the country is extended to consumer credit, in a 
Nation such as ours, which is built largely on credit economy, and that 
isa very meager amount. 

Mr. McKinnon. You mean we contracted by 4 percent ? 

Mr. Rosen. No, I mean at the date of the enactment of regulation 
W our consumer credit was only 4 percent of our national purchasing 
power. 
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Mr. McKinnon. You have got $18 billion outstanding in that type 
of credit and you have got $42 billion ay pony 4 in credit on auto- 
mobiles. If you can bring that down by 20 or 25 percent, don’t you 
think it would help in the national economy ? 

Mr. Rosen. But it hurts only the group that needs the credit. 

Mr. McKinnon. You have got to do some of those things, regard- 
less of who gets hurt, if you are going to succeed in keeping the 
economy stable. 

Mr. Rosen. We have a substitution for it in the Office of Price 
Stabilization. There is a substitute that nobody gets hurt by. 

Mr. McKinnon. A very amusing thing oc curred to me. Some of 
my used-car dealers in California called me up from San Diego last 
June—they were having a tough war up there—they said, “Mae, 
whatever you do we don't care, just slip on something tough that will 
make credit hard to get. We don’t care whether you reduce it to 18 


months.” 
Mr. Rosen. I think the men who talked to you must be in the pit 


now. 
Mr. McKinnon. They have changed their minds, I might say. 
Mr. Rosen. Thank you very much. 
Mr. Muurer. Thank you very much. 
Mr. King. 


STATEMENT OF BEN KING, REPRESENTING BUSH METAL 
PRODUCTS, INC. 


Mr. Kine. My name is Ben King and my address is 649 Bushwick 
Avenue, Brooklyn. We are in a business of manufacturing metal 
novelties. 

Mr. McKinnon. Metal what? 

Mr. Kine. Novelties, such as ash trays, book ends, horses, dogs, 
statuettes. The primary metal we use is zine alloy, which is 95 per- 
cent zine and 5 percent aluminum. Our business caters to jobbers 
throughout the 48 States, Puerto Rico, and Cuba. 

We are in the peculiar position of manufacturing an item that is 
not essential to the defense effort, and because of this we are making 
every effort to secure defense work. 

During the first 10 months of 1950 we were using approximately 
S to 10 tons of zine alloy per week. Today we can scarcely obtain 3 
tons per week. Many of our suppliers tell us that they have not got 
the grade of zine necessary to alloy available, and we find ourselves 
at present in the following situation : 

In 1950 Bush Metal Products had three operating locations, 649 
Bushwick Avenue, Brooklyn, 181 Park Row, Manhattan, and 80 East 
Broadway, Manhattan. Today 80 East Broadway has been vacated, 
Ist Par’ Row is closed, and 649 Bushwick Avenue alone is in oper- 
ation. Where the number of employees were approximately from 92 
to 110, today there are only 24, and with the present hardship in ob- 
taining metal this number may have to be reduced further. 

Whereas, the average monthly pay roll for 1950 was $19,771, the 
pav roll for 1951 so far is about $5,795. 

I visited the last Air Force manufacturers’ exhibit. I approached 
every exhibitor at 67 Broad Street, I think it was at that time. I 
found that all either had no use for zine or used very few zinc parts. 
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I contacted a number of the aeronautical corporations, like Wright’s, 
Bendix, Republic, Glenn L. Martin, Philco, and others. I have writ- 
ten to almost every one of the procurement agencies, such as the 
General Supply Administration, the Air Force, the Ordnance, the 
Navy, Department of Commerce, Quartermaster, Transportation, the 
Army, GSA, and many others. I have copies of the acknow ledgments 
here, and copies of the letters to the different ordnance departments 
in Detroit and all over, from all the various branches. 

Mr. Muvrter. Have you listed your facilities with them? 

Mr. Kine. With every one, and I have acknowledgments from 
them. We made out forms. Up to date we haven’t had an invitation 
on a single bid. That is over 2 months ago. 

Now the item of zinc alloy is one of the less restricted on the NPA 
list. ‘The way I understand it, we are allowed to use up to 80 percent 
of our basic period use of zine, but you can’t get 40 percent. They 
allow you to use it but you can’t get it. 

Mr. Muvrer. Why can’t you get it? 

Mr. Kine. Because the suppliers cannot get it, and the mines are 
not supplying them with the zine. 

Mr. Mutter. Where is it going? 

Mr. Kre. I would not know. But when you go around and ask 
all these different organizations that are not using zinc—where in 
the last World War zine was a primary item—they tell me nobody can 
supply me with zinc. Because of that zine situation we have had to 
lay off a lot of our people. 

Now there is another thing on the invitation to bid. We have re- 
ceived certain forms from the different departments requesting that 
we check off the items and submit to them a list of the items that we 
may manufacture. 5 

I cite from synopsis No. P-94, Department of Commerce, Septem- 
ber 12, 1950, an item in point, “Bracket—tail lamp.” How can we 
bid on that bracket when we don’t know whether the bracket is made 
of zinc, tin, steel, or what? We are only in the zine business. 

Another instance is in the Air Material Catalog class 99 there is an 
item listed as spoons. How do we know what kinds of spoons? Are 
they wooden spoons, copper spoons, zine spoons, plastic, aluminum, 
or what? You take little fellows like our firm, every time we read 
an item we have to ask ourselves, “Do we have that kind of material?” 
Then we have to run down the plans and specifications to find out 
what kind of material those items consist of. That means we have to 
do nothing else but run down these items. When the bid comes out 
there may be a zine part which is a component of an automobile, but 
there is no way of telling that from the general specifications. That 
is why I was going to suggest to the committee that we have a new 
nomenclature where they would list “spoons—aluminum,” or 
“spoons—glass,” or “spoons—wood,” or “cam—steel,” or “cam—cop- 
per,” whatever it had to be. If we could see the basic metal we could 
more readily go after that particular item. As it is now, we must 
go through ‘thousands of items and pass up things that we may be 
able to make. Still, if we can’t find a place where zine is being used 
and NPA allows us to use 80 percent of the zine, where is all the zinc? 
If there are zinc parts used in the defense effort, why can’t we be 
invited to bid, to try to take over some of that business? 
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Mr. Muurer. We will try to find out for you. Captain Randolph, 
- you give us an answer on that ¢ j ; 

Captain Ranvoteu. I hope I can. I will certainly try to. 

On the invitations for bids or the synopsis that you are referring 
to, where it says “outline,” the only way you are going to be able to 
find where you fit is to write back to the agency that hes Heted the item. 
However, if you are properly registered with every military pro- 
curement activity that buys spoons, we will say, if you are properly 
listed as being able to make spoons, then you are going to be sent an 
invitation to bid, along with the complete specifications written on 
the IFB. 

em Kine. 1 am registered. 

Captain Ranxpouru. What invitations are you receiving? 

Mr. Mutrer. He said he received none although he has ‘registered 
with all the agencies. 

Captain Ranpoten. Then it is by components and end products 
of zine, and it is up to you to contact the prime contractors to find 
out what components they are making. 

Mr. Kine. Firet I want to answer what’ you said before. I have a 
paragraph here where it asks us to bid on a certain item, but by the 
time you get this and the time you bid, you haven't got enough time to 
make a search and submit bids. But as far as whether they know or 
not whether we can make a zine article, they could not get that from 
any of the forms we return, because we tell them just the basic metal 
and type of equipment we have got. We specify we have our own 
mold makers, our own sculptors, our own designers, so nobody can tell 
us what we make. we have to tell you what we make, because we design 
our own molds. But the thing that strikes us strange is that there is 
no place here where we can go to see somebody from Quartermaster, 
from Air Force, from GSA. 

Mr. Downey. Mr. King, may I interrupt you, since you have 
referred to GSA ? 

Mr. Kuna. Yes. 

Mr. Downey. When I was regional director of War Assets were you 
not working for the Government ‘ 

Mr. Kine. Sure. 

Mr. Downey. You were employed with War Assets? 

Mr. Kina. Yes. 

Mr. Downey. And you were with Renegotiation of Contracts 
Division ‘ 

Mr. Kino. That is right. 

Mr. Downry. Doing business with the Government is essentially no 
different than doing ‘business with private industry. There is no 
roy: al road. If private business people don’t come into your shop anc 
say, “This is what we want,” you have to go out and pound a few 
pavements. You know Air Force local office is at 67 Broad Street. 
you know the local office of GSA is at 250 Hudson Street, you know 
the New York Ordnane e District is at 180 Varick Street, and you 
know the Quartermaster’s Office is at 111 East Sixteenth Street. 

Mr. Kine. Yes. 

Mr. Downey. You have to cooperate a little, too. I would like to 
know specifically what application you made to GSA, or where you 
made it, and in what form. 
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Mr. Kine. It was made in Washington. 

Mr. Downey. You know we have a regional office here. 

Mr. Kino. I am taking the line of least resistance. I don’t want to 
bounce all over the country. 

Mr. Downey. May I finish, Mr. Congressman / 

Mr. Muvrer. Go ahead. 

Mr. Downey. You do not have to bounce all around the country. 

Mr. Kine. All right. 

Mr. Downey. Our organization was decentralized into regions for 
the primary purpose of servicing small business. We have, in our Fed- 
eral Supply Service, bids from every region in the country. 

Mr. Kina. All right. 

Mr. Downey. We also have additional functions by serving as a 
national center, even to the extent of helping on defense contracts and 
getting people slotted into the right places. I wish you would come 
in to 250 Hudson Street and see me, or see my deputy of Federal sup- 
ply, and let us know the items that you can make so that when we are 
sending our bids you, as well as others, might participate in the 
Government program. It is that simple. 

Mr. Kine. What 1 was going to say is this: Here are pamplilets sent 
to you by the Army and Air Force, and they tell you how to go about 
securing information with relation to bids, and we have been follow- 
ing this procedure. Now I had the same thing with the Department 
of Commeree. They gave me a list of the various offices and told me 
how to contact the various offices. The same thing with the Navy. 
We have been contacting each one of the offices according to the pro- 
cedure as set down by the Department. I know, as Mr. Downey said, 
how to go about contacting the offices, but all I am trying to do is to 
get a more complete set-up. If I miss one spot out of 99, the one place 
I did not hit may be the place that we might pick up a little business. 

Mr. Murer. Mr. King, this pamphlet is obsolete. There will be a 
new one in 30 days to take its place. 

Let me make this clear to you, and to all the small-business men 
here today. Going to Washington is not going to get you any business 
when you have local procurement offices right in your own town. That 
is where you will get it much faster than going to Washington. 

Mr. King. Then this is the only exception. You can get nothing 
in New York. 

Mr. Downey. We send those maumphlets out to trade associations, we 
send them out to the New York Seakies Association. 

Mr. Mucrer. Are you registered with the Office of Small Business 
of the Defense Department in Washington, the Pentagon / 

Mr. Kine. I don’t know. I can tell you if I check through this. 

Mr. Murer. You would not be listed there. 

Mr. Kine. What would the heading be? 

Captain Ranpo_pn. Munitions Board, Central Military Procure- 
ment, Information Office. 

Mr. Krne. This is the Office of the Chief of Transportation, Wash- 
ington. 

Captain Ranpotren. Mr. Chairman, I would like very much to ask 
Mr. King to give me the invitation for bid number from the military 
procurement activ ity with whom he is certain he is properly listed and 
that did not carry the complete specifications. 
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Mr. Kine. I mean specifications that you would know whether the 
article was made of zine or not. 

Captain Raxpoten. When you received the invitation for bid—— 

Mr. Kine. We haven't received any. That is my complaint here. 

Captain Ranpo.en. You haven't received one ? 

Mr. Kine. Not a single one. 

Captain Ranpoten. Would you mind giving me the dates and the 
names of the procuring activities that you registered the firm with? 

Mr. Kine. I can give you the whole batch of acknowledgments here. 

Mr. Muvrer. Mr. King, will you sit down for a few moments on the 
side and make up a list of the names and addresses and dates when you 
listed the firm with the various agencies throughout the country, and 
give that list to Captain Randolph and let her cheek through it with 
you? 

Mr. Krne. I will be very glad to. 

Mr. Murer. Thank you, Mr. King. 

Mr. Irving M. Genfan, the executive secretary of the Master Fur- 
riers’ Guild of New York, Inc., is also submitting to us a statement, 
which we will make a part of the record, together with various ex- 
hibits, which will be marked as an exhibit to accompany his statement. 

(The statement is as follows :) 


STATEMENT oF IRVING M. GENFAN, Executive Secretary, Master Furriers’ GuItp 
or New York, INc. . 


Mr. Genran. The small retail furrier is frozen stiffer than an Eskimo at the 
North Pole. The price control regulation for the retail fur industry is based on 
chance sales made between December 19, 1950, and January 25, 1951. 

The present regulation is unfair and puts the ethical furrier in a squeeze. The 
Master Furriers’ Guild of America, Inc., has protested to Michael DiSalle of 
the Office of Price Stabilization and urges interim relief. “We have no answer 
up to this morning.” 

The furriers should receive some immediate relief as they are unable to plan 
for their coming selling season. 

It is a matter of record that raw and processed skins went upward in price 
in the exact period when OPS put the retail furriers in the ice box. Now they 
are in a freeze and feel like they are also in a Bendix twirling around hopelessly 
in space 

I hope the Congress will see the retailers get some relief real soon from the 
General Price Control Regulation. 

I also want to say a few words about the 20 percent excise tax on furs. Here 
is a little black book in which I have pasted some ads showing men’s suits, hats, 
and other wearing apparel, all tax free. The black book also shows some fur 
coat ads, all the fur coats taxable 20 percent. The furrier is forced to collect 
a 20 percent tax while other retailers do not have this unpleasant, burdensome 
and unfair duty to perform. 

The excise tax sets up two classes of consumer. One class that helps support 
the war effort and another group that goes scot free. I suggest this commit- 
tee try to get the other retailers to help along and to have the 20 percent excise 
tax on furs reduced. 

We cannot understand why a $40 hat or a $10 tie is not taxed while a $150 
fur coat worn for comfort is taxed $30. I urge you gentlemen to go back to 
Washington and try and rectify a “gross injustice” to the fur industry and to 
the vast number of women who wear fur coats for comfort and protection during 
the cold winter months. 

We ask the Congress to look into the proposed fur labeling act bill. This bill 
will do nothing to help the trade, and will certainly give the public no added 
protection. In fact, the bill will be weleomed by the unethical store. 

The present Federal Trade Commission rules coverr'ng th’ fur in lustrr gives 
the public adequate protection. What the Federal Trade Commission should 
investigate are some of the phoney “50 percent and 60 percent savings” offered 
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by certain stores. Some stores offer furs 50 percent “off” every day in the 
year. 

That should challenge the FTC boys in Washington to find out when those 
stores sold the furs at 100 percent price so they could cut it 50 percent. 

Mr. Mvtrter. Mr. Jacob Siegel. We have made his statement part 
of the record. Did you want to speak orally, also, Mr. Siegel ? 

Mr. Stecer. Just a few words. 

Mr. Mutter. Very well. 


STATEMENT OF JACOB H. SIEGEL, SECRETARY, ASSOCIATED 
BEDDING MANUFACTURERS OF GREATER NEW YORK 


Mr. Murer. Will you state your full name, address, and affiliation 
for the record ¢ 

Mr. Sir¢e,.. My name is Jacob H. Siegel. 2166 Brown Street, 
Brooklyn, N.Y. I am the secretary of the Associated Bedding Manu- 
facturers of Greater New York. 

Well, sir, I have previously submitted my brief. However, there 
is one point which I would like to bring out to you, that perhaps 
something can be done to rectify it. That is point 4 of my brief, 
which states : 

The difficulty encountered by the small-business man in complying with an- 
tiquated Government specifications for the manufacture of mattresses. 

I want to give you just a little history here. 

Mr. Mutter. Let me ask, first, is the specification a General Serv- 
ices Administration specification or is it one of the other procurement 
agencies / 

Mr. Srecev. It is headed “Specification Catalog VM-—96—A, dated 
1941.” 

Mr. Mutrer. That is the General Services specification. 

Mr. Srece.. That is more or less of a bible in the procurement of 
mattresses. 

Mr. Murer. Your complaint is that that is rather antiquated and 
should be brought down to date. 

Mr. Siecev. Yes, sir. At the present time our industry is more or 
less composed of small factories in New York who are doing ab- 
solutely nothing. They work perhaps 1 day out of 5, so far as em- 
ployment goes. When a bid came out very recently for about 45,000 
inner-spring mattresses our factories felt we had a good chance to 
get a piece of work now. Going through the specification we found 
that the requirements were for a certain type of spring which is manu- 
factured by only one company. In order to purchase the spring we 
would have to go to this one concern to supply it, and they can’t sup- 
ply us with it. 

Mr. Mutter. Mr. Siegel, have you discussed this problem with Mr. 
Downey or with anyone in his office in the General Services Admin- 
istration ¢ 

Mr. Stecev. No, sir. I had another matter that I discussed with 
him last week and which was rectified. It was a matter of 2,000 mat- 
tresses which had a superseding specification. I took the matter up 
with him and he did rectify it. 

Mr. Mutrer. We found that office has been most cooperative with 
the industry and is trying to do a real job. I think before we report 
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anybody or get his complaint on this record, in the matter you are 
talking about, we ought to give them an opportunity to act on it. I 
suggest you take it up with Mr. Downey, or his assistant, one of the 
men from his office who is with him here, and if they don’t follow 
through for you—and I am sure they will—then take the matter up 
with the committee. 

Mr. Downey. Mr. Siegel, are you familiar with the Army specifi- 
cations / 

Mr. Sircer. Yes, sir; quite familiar. 

Mr. Downey. And are you familiar with the fact that they are 
different from the General Services specifications ¢ 

Mr. Srece.. No, sir, this specification here, VM-—96—A, is used in the 
manufacture of practically all inner-spring mattresses for the Army, 
Navy, and General Services. 

Mr. Mvuurer. The General Services buys mattresses for all the 
services / 

Mr. Stmecet. The Quartermaster purchases, the Navy purchases, 
and there is also the General Services out of Washington that does 
some purchasing. 

Mr. Downey. What I was trying to find out is whether the differ 
ent services had different specifications. 

Mr. Sivce.. No; they are all using the VM—96—A. 

Mr. Rowe. There are different specifications for different 
mattresses, 

Mr. Stecer. Ninety-five percent of inner-spring mattresses have 
been under VM-96—A. 

Mr. Downey. Did the Quartermaster ask you to bid on some recent 
purchases of some 300,000 mattresses ¢ 

Mr. Srece.. That is a soft mattress. That is not an inner-spring 
mattress. These are mattresses that are all cotton-felt mattresses. In 
my brief I mentioned the fact that we are in a position where we can- 
not very well compete with other factories in that type of mattress. 

Mr. Downey. I see. 

Mr. Rowe. Could I make a suggestion, sir, in that connection ¢ 

Mr. Murer. Certainly. 

Mr. Rowe. It was found there were many products that might be 
utilized but which did not meet specifications, and as the result of the 
Senate, and I believe the House Small Business Committee hearings, 
action was taken, as I understand, in the military services to the extent 
that at the present time they have a qualified products list. 

We are working on it in General Services now, and we expect in 
erhaps 7 or 8 weeks we will adopt a procedure, which we will fol- 
ow, in which you may submit to us a product which may not be iden- 
tical with the specifications as issued, but if it meets the use it will 
have the same force and effect as the specifications. 

Mr. Srecer. Will it have the same effect upon openings of the bids 
as the specification item ? 

Mr. Rowe. It will have the same force and effect. 

Mr. Stece.. The reason | bring this out now is because this bid of 
45,000 inner-spring mattresses is being opened on Monday. My com- 
pany, which 1s associated with my organization, had been hunting 
high and low. We have come down to just one sour’e of su »ply, out 
in the Midwest, and they cannot possibly supply us before the last date. 
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{n other words, this contract must be completed by June of 1951, and 
my earliest delivery is July 1951. So we have absolutely no source 
of supply for this type of mattress. My plant cannot bid for it, and 
we need the work. 

We feel innerspring mattresses are the one item on which we can’t 
compete. We can compete on soft mattresses. On innerspring mat- 
tresses we have to depend on this item her and now we can't even buy 
that. 

Mr. McKinnon. That is because there are springs in it? 

Mr. Srecen. There is only one company that can make the spring. 

Mr. McKinnon. Do you have springs that are just as good ¢ 

lr. Srrcen. | am sure we can go through any one of these books 
and find one of the springs which will meet the requirements. 

Mr. McKinnon. Is there any change that can be made on the spring 
specification ¢ 

Mr. Rowe. They do not change specifications that quickly, gentle- 
men. 

Is that a quartermaster article? 

Mr. Srecer. Yes. 

Mr. Rowe. My suggestion is you contact the quartermaster at 111 
East Sixteenth Street and try to make some arrangement by offering 
the product and then you will have to see whether it will qualify under 
their qualified products list. 

Mr. McKinnon. It seems most unfair to me for a procurement 
office to specify a particular type of merchandise from a particular 
factory. 

Mr. Rowe. They are not. 

Mr. McKinnon. They are here. 

Mr. Srecer. They do not specify a particular type of merchandise 
from a particular factory. However , if you go through the specifi- 
cation and go under item No. 2, there is only one factory that can 
make that. 

Mr. Rowe. I wish you would come into my office tomorrow, if it is 

Federal specification, and let me help carry the ball for you. 

Mr. Sreeert. All right. I would like to do that. 

Mr. Mutrer. I think there is a way you can put in a bid there, if you 
can supply an equivalent product. I am sure Mr. Downey can work 
something out for you. 

Mr. Downey, is it a fair statement to say if and when the specifica- 
tion is revised it will be then standard for use in all of the agencies, all 
the procurement agencies and the quartermaster will still have their 
own specifications / 

Mr. Downey. It all depends on the item. If it is on the Federal 
supply schedule, that will become mandatory. 

Mr. Mutrer. Having in mind mattresses particularly, will that 
be a mandatory item ? 

Mr. Downey. Yes. 

Mr. Motrer. All the agencies will then have to follow the specifi- 
cation ¢ 

Mr. Downey. Yes. 

Mr. Mutter. Thank you. 

Mr. Irving A. Cook, president, Greenpoint Merchants Association. 
I suppose he got tired waiting. 

Mr. Hausner. 
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STATEMENT OF OSCAR L. HAUSNER, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NEW YORK ACCOUNTANTS ASSOCIATION 


Mr. Hausner. My name is Oscar L. Hausner. I reside at 105-11 
Sixty-third Drive, Forest Hills. 

Mr. Murer. You are the chairman of the legislative committee of 
the New York Accountants Association ‘ 

Mr. Havusner. That is right. 

Mr. Mvuvrer. You are also here today representing the processors 
association of the meat industry / 

Mr. Hausner. Yes, sir. I happen to be in a very peculiar situation. 
Most of my practice is in the meat industry, being very, very qualified. 
I would like, in particular, to have my friend, Mr. McCormick and Mr. 
O'Donnell of the RFC, to listen very carefully to this testimony. 

As far as price is concerned, let me say this: As far as the OPS 
is concerned, they are very, very cooperative. As a matter of fact, 
they worked so hard that one of their men was knocked out. I know 
all these boys, because it is usual in the meat industry to know whom 
you have to deal with. 

Mr. Murer. Will you state your problem, please’ It is getting 
late and we have other witnesses. 

Mr. Hausner. I want to talk right now on general distribution 
order No. 1 which freezes the slaughter at the base of 1950. 

In the past 4 years the meat industry has been in a terrific upheaval. 
In the way the big packers have been doing business, they have been 
indicted for monopoly. 

In 1950 we found ourselves with 80 percent of the entire beef and 
9) percent of the entire pork was slaughtered by 10 or 12 firms in the 
United States. When the NIMPA, which is the National Indepen- 
dent Meat Processors Association, had sent to the industry committee 
represent: ative to insist upon F lorida quotas they sent over Tobin to 
represent them, who, in my opinion, is no more a small-business man 
than I am a Greek philosopher. 

In 1948 I presented a certain problem to Mr. O'Donnell of the RFC 
and showed where the independent industry in the meat business was 
being knocked out. It started with a very peculiar requirement. We 
had the DSD-55 during the old OPA time, where a slaughterer would 
qualify for a subsidy if he was within the maximum or minimum 
range. None of the packers could meet that, because the farmers 
would channel their supplies through other channels, and the result 
was there was a black market. 

That thing, gentlemen, was started by the big packers. When the 
first regulation came out a ceiling was placed on beef and pork and a 
margin of profit was given. The big packer assumed the policy that 
in order to sell a little butcher store a carcass of beef he had to take 
50 pounds of pot cheese, he had to take a case of eggs, and he had to 
take some little or big sausage. That was all right for a few weeks, 
but somehow or other the merchant got wise for himself. He said, 
“T have got to throw this out. I can go and pay $15 for cattle and get 
what I want.” 

Mr. Datmas. Mr. Chairman. 

Mr. Muvrer. Yes. 
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Mr. Damas. Is the gentleman objecting to the base period in the 
distribution regulation No. 1, section 2, the prohibition against slaugh- 
ter? If I may read this, it says: 

Between February 9, 1951, and April 29, 1951, you may not slaughter cattle, 
calves, sheep, lamb, or swine unless you were engaged in the business of slaugh- 
tering that species of livestock during the period from January 1, 1950, to Feb- 
ruary 9, 1951. 

Mr. Havsner. That is right, sir. 

Mr. Datmas. That is what you are objecting to? 

Mr. Hausner. That is right. It was practically impossible in 1950 
for any independent packer to kill, because he has to be able to control 
the cattle from the feedlot. What he would do, he would bring in a 
load of cattle and pigs, and when it hit the market then the boys would 
come in and he would dump his cattle, and then he would buy them 
back later in the market and would be able to compete. 

Now we have a situation right now in the case of one particular 
plant, the Walden Packing Co., located at Walden, N. Y. This 
is one of the finest plants in Orange County. The value of that plant, 
the reproduction value is, I would say, approximately $400,000. Dur- 
ing the past 4 years they were, I believe, fought so hard by the packers 
that they could not possibly come out. And RFC knows it, because 
they have made various surveys in order to try to come to the aid of 
small business. Now this particular plant, for the month of March, 
slaughtered 26 cattle and 128 calves. That is what they slaughtered 
in 1950. They just slaughtered sufficiently in order to maintain their 
license. Gentlemen, you can multiply this by the hundred thousand. 

I am a very strong believer of control. You know, in the income-tax 
law the Government gives you 4 or 5 years in which you can select 
your own base. I want to make this statement: It is just as wrong to 
charge the housewife $1.10 for a pound of chop meat as taking money 
out of a blind man’s can, that is how wrong I think it is to charge a 
housewife $1.10, because I can’t see how a woman can give her child a 
piece of meat at these prices. It is practically impossible. I think 
we need very st rict control. 

Now there have been adjustment clauses. I have taken this matter 
up with Mr, Clark and others, and they plainly told me they are going 
to stick to the pattern of 1950. I want to say this, that the gentlemen 
administering the order are of the highest caliber of person. I want 
to honor Mr. McCormick for doing what he could, but the policy is 
laid down at the top office. 

Now I think it is a very bad situation when 12 or 15 firms in this 
country do practically 80 percent of the business that has to be done. 

T want to recall—and Mr. O’Donnell knows the case—the case of the 
Vermont Packing Co. In 1944 the Department of Agriculture came 
along in the person of Tom Kitt and told them, “Gentlemen, we need 
meat for the defense effort. The big packers can’t supply it. We will 
procure a loan for you if you will increase your facility.” Well, they 
did. They spent some $200,000 odd, they gave them a $200,000 Joan. 
The packers gave us such a trouncing in the past 4 years that they 
could not meet the obligation on the loan. These companies were a 
part of our group: Kosher Products, Anderson Products, and Zion 
Packing. It was not a national organization. What we did, we just 
sold the packing plant of the Vermont Packing Co. in order to pay 
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the loan, and we paid the loan, gentlemen, 100 cents on the dollar. 
The only credit we got was about 6 or 7 weeks’ interest in the interim 
while we sold the ane 

Mr. Muvrer. \\Vas that plant bought by an independent slaughterer ? 

Mr. Hausner. No. 

Mr. Mcvrer. Who bought it? 

Mr. Hausner. A big packer. They either buy you out or fight you 
out. That firm has been slaughtering since 1911, sir. Today they 
cannot go into the slaughtering, although they can get a piece of meat 
for their processing factories. 

Now I wanted to direct a petition to Mr. MeCormick who is here 
today—and I don’t want to embarrass the boys, because they would 
have to deny it. There are in the industry Vermont Packing Co., who 
have been in business since 1911, people of that sort. I will ask Mr. 
McCormick to read the statement of consideration. I don’t know how 
Mr. Tobin got that. In the statement he said it requires absolutely no 
facility to slaughter beef. I don’t know of any particular State in 
this Union that hasn’t got strict sanitary control in slaughtering. 
Would you please read the statement of consideration, too, Mr. 
Dalmas / 

Mr. Datoas. I read it. 

Mr. Havusner. It is control order No. 1, right in the beginning of 
the statement of consideration, where it does not require any facilities 
to slaughter beef. 

Mr. Datmas. Here is the order. You read it. I can’t find it. 

Mr. Havusner,. No; that is not the one. There is another one, quite 
a larger one. 

Mr. Datmas. This is the only part I have. 

Mr. Havusner. Right now the industry is concentrated in about 10 
or 12 firms. 

Mr. Mctrer. What is your suggestion as to how to alleviate the 
situation ¢ 

Mr. Havsner. First of all is to return to the handling of these ap- 
peals through the regional offices. Take, for instance, I want to talk 
to you, Congressman, in particular, on what happens in your bailiwick 
on lambs. You come from California. That is one place that the 
large packer had no in. Cudahy bought out the Toverea Packing 
Co. The Congressman can testify to what happened to the inde- 
pendent industry there on the coast. } ; 

The independent meat industry is practically nonexistent. I think 
they still operate by the Toverea name, I don’t know. 

Mr. Mouvrer. Mr. MeCormick, what do you think we can do about 
this problem ¢ 

Mr. McCormick. Mr. Chairman, Mr. Hausner has been to Wash- 
ington in the last week and spent personally about 2 hours with me. 
I then took him over to the folks in our Meat Division who were 
working day and night on this all-important meat regulation. It is 
tremendously important to the whole industry. They spent about, I 
would say, half to three-quarters of an hour with him, possibly. 

The slaughter control regulation, as you all know, 1s designed to 
carefully regulate meat and keep it in the legitimate channels. Now, 
if Mr. Hausner has clients that have a legitimate case. he has the same 
right to submit facts, and we welcome them to submit facts, he has the 























SMALL BUSINESS AND THE NATIONAL EMERGENCY 1391 


same right as anybody else, and we will take it up and give it due 
consideration. He knows that we are open to that approach. 

I do want to emphasize that the slaughter regulation has been drawn 
tightly, toavert what happened during the last emergency, and, gentle- 
men, We mean to implement enforcement of that strongly. 

Mr. Hausner. Mr. Congressman, right now there are some 40 plants 
shut down for the lack of action on their applications, and for the 
lack of quota. How long does the gentleman want us to keep closed / 

Mr. Mutter. Can you answer that ? 

Mr. McCormick. Mr. Chairman, I believe our experts in that field 
are familiar with the situation that Mr. Hausner reflects. It might be 
possible that they do not have a complete story. I am available and 
they are available to Mr. Hausner’s clients. 

I might say, Mr. Hausner, working as he has, can be very helpful 
to the whole administration, and he is working on the same job. So 
1 am available, and Mr. Rice and the gentlemen in Washington are 
available to him. If these 40 plants are closed down, it is creating 
a terrific hardship and there is something that just has to be done. 

Mr. Havusner. Mr. Congressman, I want to point out that Mr. 
Penrey of the OPA office here during the last emergency attended a 
meeting, and the Oneida Packing Co. were there, when they were 
holding a hearing on a group of black market operators, and they 
were given a good going over. I will make the statement right here 
that we have had a lot of clients during the last emergency and we 
told them to go to St. James because they would not live up to the 

regulations, and we turned them in ourselves. Right now I happen 
to practice accounting for the love of practice. I don’t care for the 
fee so niwch. 

Mr. Muutrr. I am glad you added “so much,” because we don't want 
the Government to lose the taxes. 

Mr. Hausner. No, I am safe in saying I have been doing this for 26 
years and my name in the meat industry is very well thought of. I 
don't stand for any shenanigans. 

Mr. Muvrer. Let me ask you whether each of these 40 plants that 
are closed down made applications to the OPS for relief ¢ 

Mr. Hausner. Yes. 

Mr. Mvuurer. The applications are pending now ¢ 

Mr. Hausner. Yes. 

Mr. Murer. And no action has been taken on them yet? 

Mr. Hausner. No. 

Mr. Muurer. Mr. MeCormick, are you familiar with the situation in 
regard to these 40 plants that are shut down ¢ 

Mr. McCormick. Frankly, I am not, Mr. Chairman. In discussing 
the matter with Mr. Hausner the other day I understood it was two 
or three. 

Mr. Mctrer. Mr. Hausner, will you do this, please; will you get to 
Mr. McCormick a list of those’ 40 plants, and then we will get from 
Mr. McCormick a report on the action in the case of those 40 plants, 
becuase 40 plants being shut down can make an awful lot of difference. 
If they were open they could make a lot of meat available to the public, 
which should have some little effect on the prices. 

Mr. Havusner. Congressman Multer, I want to say this, that Mr. 
Clark has investigated the matter and they told him they would not 
give him any other base than 1950. 
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Mr. McKinnon. You mean the base period ? 
Mr. Havusner. That is right. I think it is right, because I want to 
tell you this much, it is going to be so that you are going to put a regu- 
lation price on and it is going to be again the black market, because 
the packer is not selling dog food, he is not selling pot cheese, and if 
he does not have a chance to sell some real meat for people’s consump- 
tion he breaks down, 

Mr. McKinnon. Let me ask you a couple of quick questions here. 

Mr. Havusner. If the independent packer has to submit to rationing, 
and especially by the big packer, he cannot operate, he breaks down. 

Mr. McKinnon. First of all, the difference between meat regula- 
tion and rationing, as I understand it, and the excise tax and the base 
period, is a fact and the reason that we are limiting the slaughtering 
of meat is because we have only got a limited quantity. 

Mr. Havusner. No; there is more cattle right now in the United 
States than we had in 1950. 

Mr. McKrxwnon. Will they move it on the market at current prices? 

Mr. Hausner. Of course they will move it on the market at current 
rem but the packer controls the prices. Cudahy, Swift, Wilson, 

formel, they know what they are going to pay for cattle. 

Mr. McKrnnon. I have heard complaints that a lot of producers 
will not sell cattle at the present prices. Is there any truth in that? 

Mr. Havusner. Of course not, sir. Let me ask you this: At $40 for 
choice cattle, isn’t that sane? 

Mr. McKrynon. I think so, too, but they still tell me out West they 
are not moving the cattle from the range because they are holding 
them to be able to sell them at higher prices. 

Mr. Havusner. Who owns the cattle on the range ¢ 

Mr. McKinnon. A lot of individual ranchers. 

Mr. Hausner. Very little of it is owned by little ranchers. 

Mr. McKinnon. I think a lot of the cattle are on the ranges. 

Mr. Hausner. There are a lot on the feed lot. 

Mr. McKinnon. First on the range and then on the feed lot. 

Mr. Havusner. That is right. You asked a good question. Why do 
you think they established the auctions? Do you want to know? Be- 
cause every stockyard is controlled by the packers and they are get- 
ting sick and tired of the ragging they are getting there. 

Mr. Mvuvrer. Isn't it the fact that the cattle is not going from the 
range to the feed lot because the rancher is holding the cattle on the 
range ¢ 

Mr. Havsner. No, they are not, they are trying to sell cattle. I 
want to tell you this much: If the rancher would let loose of the cattle 
on hi sown feed lot it would bring the price down from $1 to $14 a 
hundred. I have shown Mr. McCormick charts. Iam sorry I did not 
bring them with me. Mr. Clark saw them. It is not a natural market, 
it isa manipulated market. 

Mr. McKinnon. It is a controlled market, but not by the Gov- 
ernment. 

Mr. Hausner. No; by four or five firms. 

Mr. McKinnon. And they are the ones that yell the loudest about 
control. . 

Mr. Havsner. That is right, they are the ones that yell the loudest 
about control. 
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Mr. Muurer. What you are saying is the packer is buying up the 
rattle, holding it on the feed lot and ‘holding it there until he can get 
the price he wants. 

Mr. Hausner. He is keeping the product evenly distributed. In 
other words, if the country requires 70,000 cattle, they will kill 58,000. 

Mr. Motrer. If your plants got permission to eet all the cattle they 
were able to slaughter, would they be able to get the cattle? 

Mr. Hausner. We would get a chance to bid. 

Mr. Murer. You mean you would get a chance to go to the auction 
and bid on the cattle ? 

Mr. Havusner. That is right. 

Mr. Rientman. What would happen if your 40 plants went to the 
market and were able to pay the price for it, what effect would it 
have on the retail meat price? 

Mr. HavsNer. There would not be any effect, because I understand 
the fixed price is coming out and there is going to be a maximum 
permissible cost. I know this, that in 1949 it cost $44 and in 1948 
it cost $46 to $48 to produce choice beef and the packer was buying 
at $46 and made up his money in these ridiculous and scandalous 
things that he forced on the retailer, in order to buy out the packing 
industry. They bought one of the largest independent plants in Ver- 
mont and they bought it for a song, because he was about ready to keel 
over, that is the Clayton Packing plant. Why did they want to buy 
Toverea Packing plant? Toverea did not want to sell. Why did 
they? Because they told him they would take the other plant and give 
Toverea a run. 

You know there is a closed plant in Phoenix. 

Mr. Movrer. Do you think you can have the price of meat properly 
controlled unless you also control the price of cattle on the hoof ? 

Mr. Havsner. No, no; definitely not. 

Mr. Mutter. In other words, you are going to go right to the source 
and put the ceiling price on the cattle on the hoof before it moves to 
the slaughterhouse ? 

Mr. Havusner. That is right. 

Mr. Meurer. And then follow it right through. 

Mr. Havusner. Then follow it right through. 

Mr. Mutter. That is one of the defects in it, because the cattle on 
the hoof is not under any ceiling price. 

Mr. Havusner. That is right. “| think it would be a shame to give the 
large packers a subsidy, because they already make $120 or $130 feed- 
ing it before they slaughter it. Was there a questionaire ever sent to 
find out to what extent the packer is interested in the feeding lot 
business ? 

Mr. McKinnon. Of course, you go back to the basic problem of the 
whole economy, as to just where we are going to draw the line on big- 
ness, where you are going to prevent the vertical organizations, and 
the meat industry is a good example of that. 

Mr. Havsner. Congressman, as far as the economy is concerned, the 
large packer does not do anything except to drive the small one out. 
The A. & P. tried to get into the meat business after the war. Do 
you know, they nearly broke the independent units in the unscrupulous 
competition that they indulged in. The chain stores are selling turkeys 
at, Christmastime cheaper than the retailer can buy them. Do you 
86267—51—pt. 2-13 
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know why? They store them in June and July, and then they have 
special deals when they buy them in July. The retailer can’t store 
his turkeys in June and July. He has definitely a place in this eco- 
nomy. The A. & P. were indicted on that monopoly. If you were to 
read their advertisements very, very closely, they give you prices, they 
give you cheap prices. And on what commodity? Would you take 
the brands like Del Monte, and so forth, would you try to sell the 
Ann Page line, which is a Toverea product, at their prices? 

Mr. Mutter. Mr. Hausner, you hoes made your point very clear. 
If you will leave the list of those 40 plants with Mr. McCormick, we 
will follow through with them. 

Mr. Criarx. Mr. Chairman. 

Mr. Mutter. Yes, Mr. Clark. 

Mr. Criarx. As Mr. Hausner has said, he has been in our office on 
several occasions, and I have done some checking into this matter. I 
have talked with the officials in the Office of Price Stabilization and 
they have told me they are taking action in hardship cases. However, 
as I understand their statements, they interpret hardship cases as a 
case where there has been a fire or strike, or some unusual specific 
circumstance which has occurred in a base period. 

As I understand, by the conversations I have had with them, they 
are not considering that a man who had a low base period because of 
general economic circumstances would fall in the definition of a hard- 
ship case. 

t might say I also talked with the officials in the Department of 
Agriculture, and although they do not administer this regulation, I 
gathered it was the opinion of some of them that it is considerably too 
harsh on the small packer and that some consideration should be 
given to letting the small packer utilize his facilities to the extent 
where he can at least break even. 

Mr. Havusner. Congressman, are you familiar with the act itself? 
It says, “to promote small business and increase production.” A 
limitation on slaughter will not increase production. 

Mr. Muurer. I don’t want to boast about it, but Mr. McKinnon and 
I had something to do with writing the act. 

Mr. Hausner. We had the same thing facing us when Congressman 
Patman put through his bill. I will tell you this, that uncontrolled 
slaughter is worse than no slaughter, because the OPS must at all 
times know where that meat is moving. I think the OPS should 
change the base period. What are you going to do? I ask a very 
simple question. 

Here is a plant that is worth a quarter million dollars; what are they 
going to do with 26 cattle? 

Mr. Muvrer. Mr. Penry would like to say a word. 


STATEMENT OF M. E. PENRY, CHIEF, REGIONAL LIVESTOCK AND 
DISTRIBUTION BRANCH 


Mr. Penry. My name is M. E. Penry. My position is chief of the 
regional livestock and meat distribution branch. I happen to also 
have been control officer in this region for the First World War. 

Mr. Havusner. You mean the Second World War. 

Mr. Penny. Yes; the Second World War. 
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Mr. Hausner mentioned the 40 plants that are closed now. I think 
he will agree that those plants were voluntarily or otherwise closed 
throughout the 1950 period; otherwise they would have a quota base 
through which to slaughter. ' 

Mr. Mutrer. I don’t understand when you say “voluntarily or 
otherwise.” By “voluntarily” you mean they closed down them- 
selves ¢ 

Mr. Penny. That is right. 

Mr. Mouurer. And “otherwise” meaning what? 

Mr. Penny. By economic pressure. 

Mr. Muurer. They closed down because they could not compete? 

Mr. Penry. Something like that. They could have operated had 
they so chosen. 

e mentioned the fact that in March a certain plant had a cattle 
quota of only 26 head. 

Mr. Havusner. In April. 

Mr. Penry. You are changing that to April? 

Mr. Hausner. That was the 23d of March. 

Mr. Penry. For the record, there was no quota restriction in March. 
In April there was a quota restriction limited to the amount of cattle 

slaughtered in the base period in 1950 or some common period; how- 
ever, there was no restriction on slaughtering stock in. the month of 
March. So I take it from that, Mr. Hausner, that the 40 plants you 
refer to were closed all through 1950. 

This plant that you refer to as the Walden Packing Co., has there 
been an application made for adjustment ? 

Mr. Havusner. It is in process of preparation. 

Mr. Penry. You referred to 40 plants. To my knowledge we have 
only three applications. 

Mr. Havusner. That isin the region. I will tell you what happened 
in Walden. 

Mr. Motrer. Mr. Hausner, if you don’t mind, I think the committee 
understand this problem thoroughly. We want to get some action 
on this. 

We have several other witnesses whom we want to hear. We better 
»roceed to hear them if we expect to conclude the hearing here today. 
Ve have some other witnesses waiting for us in Paterson tomorrow. 

Won't you please take my suggestion and make up a list of the appli- 
cations that have been filed, give them to Mr. McCormick or Mr. Penry, 
and let us then get a report from them on what is being done on the 
applications? Then we can follow through on it and see, wherever 
possible, that increased production is brought about without an in- 
crease in prices. 

Mr. Havusner. I want to make one statement with reference to the 
Walden plant. The Halstead Packing Co. was bought up by Armour, 
which is near Fort Jarvis, and since then an independent packer could 
not buy a cow: 

Mr. Mutter. Thank you, Mr. Hausner, and please understand we 
are not trying to be abrupt; we are not trying to cut you off. We want 
to understand your problem and we want to help you solve it. 

Mr. McCormick. Just a brief and concise statement. One of the 
points brought out to Mr. Hausner in Washington the other day was 
on the matter of the control on livestock, and we referred that to the 
Antitrust Division of the Department of Justice. 
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The other point was this: We had in preparation, and men have been 
working night and day on a dollars-and-cents ceiling price for the 
whole meat industry which will relieve, we feel, a great deal of the 
difficulties that are existing today in the industry, and I think Mr. 
Hausner agrees with that. 

Mr. Hausner. No; I don’t agree with you, Mr. McCormick, because 
if you have a dollars-and-cents ceiling you won't meet the small pack- 
ing-house problems. 

Mr. McCormick. There is a ceiling in preparation to cover livestock 
as it comes from the ranges. That is in preparation, and it should be 
worked out in several weeks. We will study, as you suggest, very 
carefully all the applications of these slaughterers, large or small, that 
Mr. Hausner submits to us. 

Mr. Mutrer. And you will let us have a report on it? 

Mr. McCormick. Yes. 

Mr. Moutrer. Thank you, Mr. Hausner, and thank you, Mr. Penry. 


STATEMENT OF CAPT. M. P. KINGSLEY, UNITED STATES NAVY 


Mr. Mutrer. Captain Kingsley, we appreciate your coming over. 
I am sorry we held you up. 

You have wtcliwoen de submitted to us a list of work awarded under 
master ship-repair contracts through your Service, which I have here, 
and which we will have marked for the record in a moment. 

Would you mind stating your full name and Government affiliation, 

rlease ¢ 
Captain Kinestey. Capt. M. P. Kingsley, MSTS—L, United States 
Navy. 

Mr. Mutrer. The list we have prepared shows the work contracts 
awarded from March 1, 1950, to Ron 16, 1951, at the Service under 
your charge. What is the official designation ? 

Captain Krnestey. MSTS—L, Military Sea Transportation Serv- 
ice—Landing. 

Mr. Mutrer. Does that list contain the names of all the persons and 
firms that hold ship-repair contracts? 

Captain Krnestey. Yes, sir. 

Mr. Mutrer. On this list there is an indication of the so-called big 
business and small business who will receive contracts through that 
Service, indicating that it has been fairly divided between big business 
and small business. 

Captain Kinestry. Yes; the division being about 50-50. Your big 
business naturally takes a good share of it, where you have got the 
ship in a drydock. There are only two companies in the city, Bethle- 
hem Steel Co. and Todd, so that goes there. 

Mr. Mutrer. There have been some complaints which have come to 
us, one of which you know specifically by name, and the other three 
have asked that their names be withheld. They were trying to get on 
your list of so-called master ship contracts and were having difficulty 
about it. You know about one. Is that the Royal Ironworks? 

Captain Krnestey. Yes, sir. 

Mr. Mvuurer. The complaint as given to us indicates to some extent 
there is difficulty in seeing the person in charge and getting the neces- 
sary information and getting on the bid list. I understand in order to 
be on the bid list they must hold the master ship contract. 
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Captain Krnestey. That is right. 
Mr. Muurer. Will you tell us something about that? 

Captain Kinestxy. Well, as to this company, this Royal Iron- 
works, you have to have some kind of facilities. This organization 
had seven men—six men and one officer, the owner. They have no 
facilities at all outside of some paint sprayers and a couple of com- 
pressors. They have no machine shop that belongs to them, no car- 
penter shop, and no electrical shop. All the other companies do have 
these facilities. 

I think we have leaned over backward in trying to give to small 
business these master lump-sum contracts where we have felt they 
can do the job and do it in the time that is required. We have a ship 
coming in one afternoon, and it has got to go out the next day. 

Mr. Muvrer. Is it not a fact when a master ship-repair contract is 
awarded you require the holder of the contract to put up a bond of 
$500,000 to guarantee performance ¢ 

Captain Kinesiey. Yes. 

Mr. Muurer. Then, in fact, if they hold the contract, that does not 
mean they get the contract; that only permits them to bid; and, if 
they are the lowest bidder and are qualified to do the job, then only 
do you award the contract; is that right? 

Captain Krvestey. That is right. 

Mr. Mctrer. What objection is there, then, to giving a master ship- 
repair contract to anyone who is willing to take the contract and give 
you the bond in order that they may bid for the work, having in mind 
you still have the right to withhold the bid if you found they are not 
qualified even though they may be the lowest bidder? 

Captain Kinesiey. Well, in your Armed Services Procurement 
Manual, or regulations, it says that the onus is on the contracting officer 
to decide, in his best judgment, that the organization is competent 
to bid. 

Mr. Murer. Well, isn’t that taken care of, in large part, by the 
furnishing of the surety bond? 

Captain Krxesiry. No, sir. 

Mr. Muvrer. What is the purpose of the bond ? 

Captain Kinestey. The only purpose of the bond is to protect the 
Government in case they fall down on the job. In other words, if they 
have damages, if they have a casualty, something like that, you have a 
bond that covers any damage to Government property. 

Mr. Mutter. Do you know anything about the three unnamed firms 
that have been trying to get master ‘ship- repair contracts and they 
have not been suecessful, and they haven't even been able to get infor- 
mation as to what they are to do in order to get the contracts? 

Captain Krvestry. No, sir. If they called up, they could have had 
the information. 

Mr. Mutrer. Who is in charge of giving that information ? 

Captain Kinestey. I am. If they addressed me by name, or the 
Military Sea Transportation, they would get to me, and they would 
certainly get that information they needed to have. I never heard 
anybody else ever ask for it outside of the ones that got these contracts. 

Mr. Murer. You are interested in increasing the competitive bid- 
ding situation in your service so the Government can get qualified 
contractors to do the work? 
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Captain Kinestey. As long as they are competent and we are sure 
they can do the work; yes. In one case—in fact there have been two 
companies that have had master lump-sum contracts, and they have 
gone broke. We warned them before we gave it to them. We did not 
think they could do it. They said, “Oh, yes,” they could. The result 
was they went broke on the job. 

Mr. Mutrer. Relating again to the Royal Ironworks, hasn’t that 
matter been reviewed in Washington with instructions that they be 
allowed to qualify as a holder of master ship-repair contracts ? 

Captain Kinestey. It has been on the Washington level, but not 
that I know of. I know about the letter that the admiral wrote to you. 
That was at his level and has not come back down to the field area. 

Mr. Movrer. I have the letter in my file, Captain—and I think you 
ought to follow it up with Washington—indicating they were to be 
awarded a master ship-repair contract if they could furnish a bond; 
but that, of course, was no assurance that they can get the contract; 
it would merely permit them to bid. If they were the lowest bidder 
and you found them qualified, they would get the contract. 

Captain Krnestry. This company is nothing but a paint company 
and they do chipping. During the last year they got hold of some 
$24.000 on bids. 

Mr. Muurer. Captain, let me correct you. Within the last six 
months they have gotten two contracts in excess of $80,000 each from 
the Maritime Commission. While your records seem to indicate that 
only six men are employed there in painting, I think their records show 
they have ample other facilities under lease or in affiliation with their 
own business, so they can do this work. I am not telling you that you 
should give them any contracts, but I do say I think they are entitled 
to qualify as a bidder and be entitled to bid, and if they are the lowest 
bidder and are otherwise qualified it would then be in your discretion 
to say who should get the contract. I think they should be in position 
to be invited to bid on these jobs. 

Captain Krnestey. Well, it is up to the Washington level to decide 
that. I do not have the authority to decide who is or who isn’t quali- 
fied. That is up tothe Washington level. All I do, if these individual 
companies—and you say you have got three of them there that I 
don’t know anything about—if they ask for them we can give them 
forms, and they are sent to Washington and then Washington ap- 
proves or disapproves them. 

Mr. Mvtrer. Captain, the reason I asked you to come in was be- 
cause these three people were afraid, if they did get contracts after 
an intercession on their behalf, they would still not get the bids award- 
ed to them; so they preferred to remain anonymous. On the other 
hand, coming back to this Royal Iron Works, he has not been even able 
to get the forms on which to submit their qualifications, and they have 
not been permitted to furnish the bond that is required so as to en- 
title them to be awarded the bid. I was afraid these other three people 
were being treated the same way. They can’t even get the forms on 
which they can say they are qualified to be entitled to bid. That is 
not trying to do your best to get the best competitive price for the 
Government. . 

Captain Krnestey. It still goes back to whether the company is 
competent to do the job. I know we have two or three people come in 
and ask for master lump-sum contracts and then when we tell them 
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what we want for the master lump-sum contract they say, “We don’t 
want that.” Then we turn them over to NPA, or the Naval Purchas- 
ing Agency, to get their approval on these specialized items. That is 
what the Royal has now. He is on the list over there. But he has not 
been able to do a decent job in the jobs we have had. We have had to 
write letters warning him if he could not improve on it he would have 
to be taken off the job. That is a simple job of scraping and painting, 
and he has not been able to do a decent job on that. ‘Tliere are fifty 
or sixty painting companies, and we have had very little trouble with 
them. That is one job. If we wanted him to do the more complicated 
jobs, for instance, on the engines, he has no machinist whatsoever; he 
ey got to sub-contract to somebody else; he has got to take a chance 
to see if he can find somebody to do the job. Most of the work he has 
got from the Maritime is sheet-metal work, and the type which he is 
a subcontractor on. 

Mr. Motrer. Painting work? 

Captain Kinestey. Yes; where he is a subcontractor. 

Mr. Murer. Doesn't it strike you as strange that he gets no com- 
plaint from the Maritime Commission and yet you say you had to 

warn him or take him off your work? 

Captain Kinestey. The Maritime Commission has told me about it. 
T have been in contact with the Maritime Commission on it. They have 
objected to him, too. 

Mr. Mvutrer. This committee has no interest in any particular com- 
pany getting any business or continuing on any particular list, but 
we are interested in every last one of them being invited to bid, if he 
thinks he is qualified to bid. At least you should let the record show 
what the bids are, and then you go on from that point and fulfill your 
duty of making your awarding of contracts. 

I am going to advise each of these other people if they call at your 
office they will have the faciilties made available to them to at least 
get the forms, and then let them determine whether or not they can 
— Is that all right? 

‘aptain Kinestey. That is all right. They can contact me per- 
son: lly, as far as that is concerned. 

Mr. Mourer. Will you make the forms available to the Royal Iron 
Works, too, on the same basis? 

Captain Kinestry. I can’t say that until the Washington level tells 
me what to do on that. They are the ones that have got the say down 
there. If Washington says to do that, then I can collaborate. 

Mr. Mutrrr. Will the other three continue to get the forms? 

Captain Krvestry. I am willing to do that, after we make our in- 
spection. We are required to make an inspection of the plant; and, if 
they have the facilities that are at all adequate, we will give them the 
forms to send to Washington. 

Mr. Mutrer. They are ‘instructed to send the forms in to qualify as 
~ lers and then you are asked to make a survey of the plant? 

Captain Krnesiry. A lot of the first ones just submit their facilities. 
If they submit to a survey of their plant, we send a representative to 
verify it, and then we forward the forms to Washington. They first 
send the forms to MSTS 

Mr. Mutrer. If these people haven’t even submitted the facilities or 
had the plants surveyed, and if they are to call on you personally and 
ask you for the forms, would you have any objection to that? 
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Captain Krvestey. If they want to call me up tomorrow morning, 
T will have somebody out >’ Roe in a day. I am willing to do that 
any day, to find out if they are satisfactory. 

Mr. Muvrer. Thank you very much. 

Captain Kinestey. As soon as Washington says “All right.” As 
you know, it has been going back and forth. When they come back 
and say it is all right to do that, I will send a note over to the Royal 
Iron Works and tell them they can have the forms. I mean I have 
to get the forms from Washington. We do not even have them. 

Mr. Muurer. Thank you, Captain. 

Captain Krnestey. Now, on that list, you do not want the dates or 
any further information ¢ 

Mr. Moutrer. You have given us the first date and the last date. I 
think that is sufficient. If we need a further breakdown, we will 
ask for it. 

Captain Kinestey. That covers the whole thing. The whole thing 
is broken down, with the exception of your major contracts, and the 
reason they have gotten them is because it is a drydock and nobody else 
can do it. 

Mr. Mutter. Thank you, Captain. 

(The table of work awarded under MST contracts is as follows :) 


Work awarded under Military Sea Transportation contracts, Mar. 1, 1950~— 
Apr. 16, 1951 


- 
Total > 

} |} amounts Number 

MST | Contractors obligated Percent of job 

(including orders 

/O: 4ar c/o awarded 

CONTRACTORS WITH MORE THAN 500 EMPLOYEES 
Bethlehem Steel Corp 

257 Twenty-seventh Street -” $6, 929. 00 0.1 ‘ 
249 Fifty-sixth Street 1, 263, 281. 45 25. 2 113 
254 Hoboken 360, 949. 10 7.2 15 

Todd Shipyards Corp 
214 Brooklyn 739, 515. 10 14.9 3R 
212 Hoboket 70, 927. 50 1.4 7 
2. 441, 602. 15 48.8 17 
=D 
CONTRACTORS WITH FEWER THAN 500 EMPLOYEES 
240 | Fred Beattie Repair Corp., 40-44 13th St., Brooklyn 144, 451. 65 2.9 40 
254 S. Berggren Machine Co., Inc., 227 Sist St., Brooklyn 34, 696. 05 7 16 
335 Brady Marine Repair Co., 727-733 Monroe St., Hoboken, N. J 34, 8346, 89 7 10 
213 | Ira 8. Bushy & Sons, Inc., 764 Court St., Brooklyn 18, 710. 00 4 2 
338 | Canston Machine Corp., 133 Dwight St., Brooklyn 18, 615. 00 y 9 
202 | 8. J. Farrington Iron Works, Inc., 61 Commerce St., Brooklyn 291, 462. 10 5.8 56 
239 | Henzmann & Maldmann Marine Corp., Foot of Columbia St., 

Brooklyn cf 243, 768. 20 4.9 42 
218 | Kane Ship Repair Corp., 99 Commerce St., Brooklyn 4 10, 043. 00 2 7 
252 | Lockett Ship Repair Corp., 50 Court St., Brooklyn F 68, 944. 05 1.4 18 
337 do sa anne 9, 597.00 2 5 
241 | Marine Basin Corp., Foot of 26th Ave., Brooklyn a 37. 757.70 7 3 
205 | Mercantile Ship Repair Co., Inc., 66-72 Summit St., Brooklyn 6, 812. 00 1 3 
336 | Merit Ship Repair Co., Inc., 68-72 Summit St., Brooklyn. _. 78, 197. 82 1.6 13 
339 | North River Ship Repair Corp., 105 W. 9th St., Brooklyn 14, 506. 00 3 | 7 
272 | Ocean Marine Repairs, Inc., 521-525 Carroll St., Brooklyn 27, 141. 50 5 9 
222 | Propit Construction Corp., 39 Broadway, New York City-. 1, 299,428.10 | 25.9 79 
247 | Seaport Marine Industries, Inc., 43 4th St., Brooklyn | 4, 218. 00 1 2 
246 | Arthur Tuhle Engineering Works, Inc., 21 Delevan St., Brooklyn! 216, 125. 72 4.3 | 52 
330 | Trinity Marine Ind. Cntr. Corp., 506 Smith 8t., Brooklyn 3, 505. 00 | 1] 2 
2, 564, 815 5 


Total, Mar. 1, 1950-Apr. 16, 1951 _ _- , , 5, 006, 417. 93 100. 7 550 
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Mr. Mouter. Mr. Irving Cook. 
(No response. ) 
Mr. Mutter. Mr. Kates, will you come forward, sir? 

Mr. Scuwaxrz. Mr. Kates is at the Frankford Arsenal, on a bid 
examination. I appear here in his stead. 
Mr. Muurer. Very well, we will be glad to hear you. 









STATEMENT OF HARRY SCHWARTZ, REPRESENTING THE LINCOLN 
METAL PRODUCTS CORP., BROOKLYN, N. Y. 










Mr. Mcurer. Will you give your address, please ? 
Mr. Scuwartz. 136 Clifton Place. My name is Harry Schwartz. 
Mr. Murer. And you are representing the Lincoln Metal Products 
Corp. ¢ 

Mr. Scuwarrz. That is correct, sir. 

Mr. Murer. You may proceed. 

Mr. Scuwarrz. Our company is a comparatively small company 
that manufactures a line of metal housewares items. Our volume in 
civilian work runs somewhat over $1,000,000 per year. We employ 
about 150 people. Presently we have 110 on our payroll. 

We have experienced a progressively deteriorating material situa- 
tion. Some of the mills we have been dealing with for some time have 
withdrawn from the picture entirely ; others have cut down our allot- 
ments to the vanishing point. Normally our delivery of steel from 
mill sources is about 200 tons per month of cold-rolled, galvanized, 
and zine-grip sheets 24 and 26 gage. We have received our steel 
allotments for the month of June, which is less than 20 percent of 
what we have been getting. Advice from mill sources, and judging 
from the controlled-materials plan which has been announced the 
other week, and while its final figures for allotments have not been 
announced, the anticipation in the steel market for consumer durable 
good delivery after June is very pessimistic. We have contacted both 
the NPA offices at Washington, D. C., and New York, but have 
received no help. In our visits to both these offices we have presented 
our problem simply. 

Our plant is in imminent danger of closing down due to lack of 
material to fabricate our products. The products we manufacture are 
not on the nonessential list as issued by NPA, and there is a strong 
possibility that our items, such as garbage cans and canister food 
containers, will be classified as items to be manufactured for the public 
welfare. Our garbage step-on cans are used widely in hospital labora- 
tories and are similar in design and style to the units used by the 
Medical Corps. As a result of our appeals to the NPA, both in Wash- 
ington and New York, we were advised that nothing ¢ ould be done to 
help us obtain material to forestall a shut-down of our factory. We 
were advised to point our efforts to obtaining defense work. 

Here is a picture of what we have done to secure defense work that 
would enable is to keep the plant running, maintain employment, and 
aid in the defense effort. We have realized for some time that we have 
to fit ourselves into the defense picture if we are to continue to operate. 
We have been after defense work actively for the past half year. 
Some of our executives have been devoting part of our time to it, but 
we have one man who devotes his entire time to this work. He travels 
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and has contacted the various arsenals and procurement offices 
throughout the East and Midwest. We have put in a number of bids, 
and figured these bids in a way to get the contracts that we are after, 
and all we have succeeded to date is to get some very small contracts 
that will take up less than 3 percent of our capacity. 

As an example, on March 23 we put in a bid to Frankford Arsenal, 
request No. 874D, for a quantity of .50-caliber ammunition boxes. 
This is what is called a negotiated bid. The bids were opened on 
March 26. This bid was made up as follows: 

Item A, 1,110,000 .50-caliber “ammo” boxes to be quoted f. o. b. Lake 
City Arsenal. 

Item B, 887,500 “ammo” boxes to be quoted f. 0. b. Twin City 
Arsenal. 

Item C, 502,500 “ammo” boxes to be quoted f. o. b. contractor’s 

lant. 

, The talk was that this award would be distributed between three or 
four contractors. A few days after the bids were opened, we learned 
that we were among the three or four low bidders. Within a day or 
two after that, an inspector from the New York ordnance district 
office came over to inspect our plant in connection with a possible 
award. Our plant was prescient 7 wn this particular job. One of the 
reasons for the approval as we understand was because our factory 
was in production. There was a full complement of employees pres- 
ent and all facilities were being used. Ours at that time was a going 
factory, capable of quickly shifting to defense work. In our bid 
we indicated deliveries to start within 90 days after award of the 
contract. This was based upon obtaining scheduled mill deliveries 
from the steel companies, and we pointed this out to the inspector 
when we discussed the matter of deliveries. Several days after that, 
when we contacted the contracting officer at Frankford, the first thing 
we were told was that we were high, to which I replied that we figured 
this job low because we wanted to get part of it, that I happened to 
know that we were one of the low bidders, that we could do it as well 
as anybody and wanted to get the proper consideration. He then 
indicated that the question of deliveries were all important and exacted 
a promise that we could get some out in June if an award was promptly 
made. 

Several days after that I was called by the contracting officer on the 
phone and asked whether we would take an award of 250,000 of these 
units at the unit prices that we indicated for the quantities shown in 
items 1A, 1B, and 1C. My reply was “No,” that the tooling-up cost 
was based on the quantities in categories 1A, 1B, and 1C, and that if 
we took a smaller amount in any of these categories at the unit prices 
indicated, there would be an unabsorbed tooling-up cost involved; 
that the minimum quantity we would take would be 502,500, which 
constituted item 1C. The contracting officer asked us to drop in at 
the arsenal at Frankford. That was about 10 days ago. At this 
latter conference he asked us whether we would take 250,000 units 
from item 1C and 250,000 from item 1B at the unit prices shown for 
each of the items. We told him that we had figured this job pretty 
low and that handling the matter that way would work out to our 
disadvantage by a considerable sum, as he could see if he looked at 
the cost analysis that went with our bid for each one of the items 
involved in the bid. 
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We were told that we would hear from the office of the New York 
ordnance district. Several days later when we contacted the New 
York ordnance district office we learned that the award board at the 
arsenal had made an award of a half million of these ammo boxes to 
us, and that we would get a formal notice within a day or two. When 
several days passed and we did not get the notice, we again contacted 
Frankford Arsenal and learned that the matter was now in the hands 
of their review board. We know that the contracting officer was 
very much concerned about deliveries and worked on us to reduce the 
90-day delivery promise in our original bid to a possible 60-day 
delivery promise. We therefore kept in almost daily touch with the 
arsenal. 

On April 14 we learned that the review board was going to split 
the ammo-box requirements up between five ordnance districts and 
let each one make a final disposition. On April 16 after we contacted 
the New York ordnance district, we learned that this had again 
been changed and the latest plan is to have the Frankford Arsenal 
dispose of the matter. 

On April 17 at 4:30 p. m., while our Mr. Regan was delivering a 
bid to the New York pe To office on some other job, he was told on 
inquiring that Frankford Arsenal is offering us an award of 443,500 
of these 50-caliber ammo boxes at the same price which was quoted 
for a quantity of 887,500 boxes and the tooling-up-cost which is sub- 
stantial was spread over this quantity. They further stipulated that 
we will be required to deliver 10,000 units in June, 40,000 units in 
July, 80,000 units in August, and the same quantities thereafter until 
completion. Furthermore, as a guaranty of these deliveries, which 
are now quite impossible, Frankford Arsenal is requiring a perform- 
ance bond with a liquidated damage clause. No performance bond 
requirement was indicated in the original bid forms. Since the bids 
were opened after almost a month, they are now attempting to impose 
an impossible delivery and tie it up with a performance bond con- 
taining a liquidated damage clause. We shall have to tell them we 
don’t want their award, under these conditions. All this is cited as 
an example of some of the conditions we have run into on an item that 
the arsenal was supposed to be very much in a rush for. 

As a further example of some of the problems we have to contend 
with, on March 27 we submitted another negotiated bid to Frankford 
Arsenal on 764,000 .30-caliber ammo boxes. This bid was opened 
on March 28. To date we have not been able to learn the disposition 
ofthis bid. The only reply we have gotten to our inquiry was that we 
were high. This, too, we figured very low because we were very 
interested in getting more defense work. Because of our inability to 
obtain sufficient defense work, in spite of our engaging in an active 
“ampaign to do so, and the steadily worsening material situation, we 
shall be forced to reduce our operations very materially in the very 
near future, and lay off a substantial number of our employees. We 
wish to keep our men working and our plant operating for the day 
when there is either a defense contract to be gotten or we are able to 
continue again with civilian production. 

We have enumerated above the difficulties of securing steel from 
our mill sources, we have told of the response from the NPA to our 
problem and the factors that are encountered in securing a proper 
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defense contract that will not cripple our organization financially. 
We are willing to do our utmost to maintain our business and it is 
with this thought that we are submitting this report today. 

Mr. Murer. Thank you, Mr. Schwartz. 

Do you have any questions, Mr. Riehlman ? 

Mr. Rreniman. No. 

Mr. Muvrer. Mr. McKinnon? 

Mr. McKinnon. No. 

Mr. Murer. Mr. Dalmas? 

Mr. Datmas. Mr. Chairman, just one moment. 

Mr. Schwartz, why did they tell you that they wanted a performance 

bond ? 

Mr. Scuwarrz. Because of the time necessary, because they needed 
delivery of these units as they specified. 

Mr. Darmas. Is it not a fact that order 10161 has waived all neces- 
sity of performance bond, except in extraordinary circumstances, and 
this could not be classified as an extraordinary circumstance ? 

Mr. Scuwarrz. Sir, if you notice, the last order they required a per- 
formance bond on was order 430. 

Mr. Mutrer. When were you first invited to bid on this? 

Mr. Scuwarrz. I think it was March 26 that the bids were opened. 

Mr. Murer. Do you know what negotiations, if any, were carried 
on with the other bidders? 

Mr. Scuwarrz. No, sir; we don’t know who the other bidders are. 

Mr. Mutrer. Captain Randolph, would you like to add anything 
on this? 

Mr. Datmas. One more thing, Mr. Chairman. 

Mr. Schwartz, will you put in the record the name of the contracting 
officer whom you dealt with? 

Mr. Scuwarrz. Sir, I have not dealt with him; Mr. Kates has. 

Mr. Datmas. Will you send the names of the contracting officers 
both here and in Frankford Arsenal whom you dealt with? 

Mr. Scuwarrz. Yes, sir; I shall. 

Mr. Mutter. Captain Randolph, do you want to contribute any- 
thing to this matter? 

Captain Ranpoteu. Mr. Chairman, I would like to clear up one 
thing. 

Mr. Schwartz, on this order 874D that you referred to, you men- 
tioned another bid that was opened. Was that not a second bid 
opened on the 26th or 27th of March? Do you have any details on 
that ? 

Mr. Damas. I believe the first bid was opened at an earlier date. 

Mr. Scuwarrz. The second one you are speaking of is another bid 
that was opened « on March 27 for .30-caliber ammunition boxes. 

Captain Ranpotren. And you do not have any number on that ¢ 

Mr. Scuwartrz. No. 

Mr. Mutrer. Captain Randolph, will you take one copy of this 
statement, please. You will find the number of the bid there. Will 
you get this advice for the committee and submit to the committee, as 
soon as possible, a complete report on this bid for the record, with an 
analysis of what negotiations were carried on with the other bidders, 
so we can determine whether or not they were all treated the Same, 
and why demand was made for a performance bond at this late date, 
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moving the date of delivery forward and then demanding a perform- 


- ance bond on an item where they have no authorization to waive any 


performance bond ¢ 

Captain Ranpotren. Yes, Mr. Chairman. ; 

Mr. Muvrer. Mr. Schwartz, we appreciate your calling this to our 
attention, and as soon as we have a complete report on the matter we 
will advise you of the recommendation, if any, that the committee 
will make. 

Mr. Scuwarrz. Thank you. 

Mr. Mutrer. Mr. John Rankin. 

(No response. ) 

Mr. Mcurer. Mr. Bierderman. 

(No response. ) 

Mr. Mutter. Is there anyone else who wishes to be heard ? 


STATEMENT OF MILTON INKELES, CHAIRMAN, BUTTER 
COMMITTEE, NEW YORK MERCHANTILE EXCHANGE 


Mr. Murrer. What is your name, sir. 

Mr. Inxetes. My name is Milton Inkeles. I live in Woodmere, 
N. Y. 

Mr. Murer. You are appearing as chairman of the butter commit- 
tee of the New York Mercantile Exchange? 

Mr. Inxketes. Yes. 

Mr. Murer. We have already made part of the record your letter 
of April 4, 1951. 

You may proceed, sir. 

Mr. Inxetes. The letter itself is a page and a half and I will just 
refer to it in my statement. 

I am in the butter and egg business in New York City individually. 
I am chairman of the butter committee of the New York Merchantile 
Exchange, which is an organization composed of about 350 members 
in the butter and egg business in New York City. The New York 
Merchantile Exchange is an exchange where butter, eggs, and potatoes 
are traded in, just like the stock exchange, board of trade, and cotton 
exchange. The great bulk of members do business in metropolitan 
New York. It isa safe assumption to say that we represent the entire 
trade. Individually, I have eight employees, and I think the average 
number of employees of each one of our members is about, oh, I would 
say abont 15. 

Our objection and our complaint is to the recent announcement by 
the Department of Agriculture that it will support the price of butter, 
grade A butter, at 66 cents throughout the country. Our complaint is 
that the supporting price of butter uniformly at 66 cents throughout 
the country works a hardship on the butter and egg dealers in New 
York City, or on the Atlantic coast and also on the Pacific coast. 

The support prices, by their very nature, particularly in a com- 
modity like butter, during the flush season become maximum prices, 
end when the Government announces a price in support of grade A 
butter at 66 cents, that will be the price of butter during the flush 
season. 

The great bulk of the butter that is consumed in New York comes 
from the midwest, from Towa, Minnesota, and Wisconsin, and New 
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Yorkers, in order to get the butter, have to get the butter from the 
Mississippi Valley, the North Central States. 

Today, the price of butter is approximately 66 cents. That is the 
Government support price. Now when the Government announced 
the 66-cent support price, that did not allow for a freight differential, 
to bring the butter in from the midwest to New York. For example, 
a few days, on April 2, the Government paid 66 cents for 50,000 pounds 
of butter in Chicago. In other words, the creameries, after shipping 
to the Chicago dealers, would get 66 cents for their butter in New 
York. In other words, if the New York dealers were to sell butter at 
66 cents to the Government it would cost us a cent and a half more to 
get the butter to New York. In other words, the creameries in Chi- 
cago got 66 cents for their butter 2 weeks ago, whereas, if we sold the 
butter to the Government the creameries would get 66 cents less a cent 
and a half to bring it in. 

It works a hardship on us, because New York, and the Pacific 
coast, are composed primarily of small butter dealers, whereas Chi- 
cago, where they are usually the packers, Armour, Swift, Cudahy, 
and also the large national organizations like Hormel, Borden’s, and 
the like. 

The peculiar thing about that is this: What is the situation going 
to be when the situation is reversed, when the Government is going 
to sell the butter? In others words, this 66-cent butter the Govern- 
ment buys now will ultimately have to be sold back to the trade, and 
when they sell it back to the trade they sell it to the Chicago people 
and they sell it for 66 cents, plus the carrying charges, but when they 
sell it to New York they give us the same argument that we gave 
them, that they have to take into consideration the freight differen- 
tial; in other words, the cost of te that butter from Chi- 
cago to New York, and when they sell the butter back they will charge 
the Chicago dealer 66 cents and charge the New York dealer 6714 
cents. 

That is our problem. We are put at a disadvantage, particularly 
the New York dealers are put at a disadvantage over the dealers in the 
Midwest and in Chicago. Briefly, that is our complaint right here 
now. Incidentally, the same thing applies to the Pacific coast and 
the South. 

Mr. McKinnon. If the butter does not move in Minnesota at 66 
cents, then the Government takes it out on CCC. 

Mr. Inxetes. Take Minnesota, for example, the small creamery in 
Minnesota. Incidentally, most of the butter is manufactured by the 
small cooperative creameries. Those creameries in Minnesota usually 
do not sell direct to the Government; they need a dealer like us. They 
will take a dealer close to home, and if they take a dealer in Chicago, 
they will get 6614 cents for butter, but if they took the same carload of 
butter and sold it to us, they would only get 6414 cents for the butter, 
and therefore their butter will be channeled into Chicago. 

Mr. McKinnon. If they are going to have butter in New York, are 
not they going to have to pay 6714 cents for it? Will not that be the 
same all around? 

Mr. Inxe es. I don’t follow you. : 

Mr. McKinnon. In other words, if butter is sold at a fixed price, 
or at a supported price of 66 cents in Chicago, and the New York 
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dealer wants to buy it, whether it happens to be the packer or any- 
body else, he has got to pay 6714 cents for it, and he will be out a cent 
and a half transportation cost, so it will be 6714 cents in New York. 

Mr. Inxexes. That is right. 

Mr. McKinnon. That is across the board to anybody. 

Mr. Inxetes. That is right. Two or three months ago the Govern- 
ment almost sold its entire stock of 1949 and 1950 butter. Now, the 
New York dealers are in this position: Where the Chicago dealers are 
able to buy butter at 64 cents, we had to pay 64 plus the transporta- 
tion cost to New York. The result was all the butter was stored in 
Chicago, so we in New York did not get our normal supply of butter. 
When the market got short and we had to buy butter again we had 
to go to the Chicago dealers to buy the butter and pay the transpor- 
tation cost to New York. 

Mr. McKinnon. I don’t understand your position. Where the 
butter is going to be pegged at a certain price where that butter is in 
a certain area, where it is so unequal to everybody, what difference 
is there? New York is going to pay more than Chicago because of 
the transportation cost, and that likewise applies to the Pacitic 
coast, does it not ? 

Mr. Inxetes. That is right. 

Mr. McKinnon. Of course the Pacific coast pays more for other 
things also than in the East because of the transportation cost. What 
does it matter whether the price is pegged at the farm site, or Chicago 
or Detroit? There is going to be a reflection of the difference in the 
transportation charges just the same. 

Mr. Inxetes. What we would suggest is this: That there be zones, 
a 66-cent price for the Midwest, the Mississippi valley, a 67-cent price 
on the east coast and a 67-cent price on the west coast. 

Mr. McKinnon. You do that by adding the transportation cost 
anyway. 

Mr. InxeEves. I will illustrate that by an example. We have a cer- 
tain creamery that has been shipping us butter for 30 years. They 
have been giving us their entire output of butter. When the pro- 
duction of butter gets so big that the price drops below 66 cents the 
Government comes in and says, “We will take all the butter at 66 
cents.” When this 66-cent condition comes about the creamery says 
te us, “Why should we ship butter to you in New York? You will 
take the butter and sell it in New York and get 66 cents for it. It 
costs us a cent and a half to ship the butter to New York. We won't 
ship the butter to you, we will ship it to somebody in Minneapolis, 
or Des Moines, because it will only cost us a quarter of a cent to bring 
the butter to Des Moines.” 

Mr. McKinnon. What is the trouble with that? 

Mr. Inxexes. The evil of that is we are losing all that business, and 
if this committee is looking out for the welfare of the small-busi- 
ness man—and the dealers in New York, in the main, are almost 
entirely small-business men—and if this deal would prevail, all the 
supply of butter during the flush season will be channeled into the 
hands of people like Armour, Swift, and Cudahy. Not only are 
we complaining about it, but Local 202, the union that we use for our 
employees, is complaining about it, and the number of butter dealers 
in New York has grown to a large extent in the last 10 years. 
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Mr. McKinnon. You still don’t explain it to me. I don’t catch 
it. If you are going to sell butter at the point of production at 66 
cents you are going to have to add the transportation cost by the time 
you sell it here in New York C ity. 

Mr. Inxe es. That is right. 

Mr. McKinnon. That happens to a lot of other things, too. 

Mr. Inxetes. That is right. 

Mr. McKinnon. What I can’t see is as long as you are going to 
peg the price of butter, or any other commodity, at any given point, 
then the price of butter at any point further away is going to be more 
than at the point of production. The man in New York is going to 
pay more than the man at the point of production, and the same ap- 
plies to any other man who is away from the point of production. 

Mr. Inketrs. You are penalizing the man who is shipping the 
butter to New York. 

Mr. McKinnon. Your price to New York should reflect the in- 
crease due to the transportation cost. 

Mr. Inxexes. But the Government is not doing it. 

Mr. McKinnon. That is up to the man who buys it, it seems to me. 

Mr. Inkeves. Suppose you own a creamery in Minnesota and you 
have been shipping your butter, or your market for your buter through- 
out the year has been New York, but in view of the support price you 
have a few months in that year when the conditions are not usual. 

Mr. McKinnon, Let us say that I am in the creamery business in 
Minnesota and I sold you butter at 66 cents, by the time you sold it in 
New York you had a cent and a half added due to the transportation 
cost. 

Mr. Inxees. Yes . 

Mr. McKinnon. So it is 661% f. o. b., New York. 

Mr. Inxetrs. No, no. When it is necessary for the Government to 
support the price of butter—— 

Mr. McKinnon. Irrespective of the support price, let us think of 
the free market. 

Mr. Inxeres. Then there usually is the freight differential bet ween 
New York and Chicago. New York is usually a cent and a half higher 
than Chicago. 

Mr. McKinnon. If you bought butter in Minnesota or Chicago at 
66 cents, then New York would be selling it at 671% cents. 

Mr. Inxeves. Roughly, yes. 

Mr. McKinnon. With the Government stepping in and pegging 
the price at 66 cents, your price in New York is going to 2 6714 
cents. 

Mr. Inkexes. No, because when the Government comes in and pegs 
the price of butter—— 

Mr. Daimas. Mr. Inkeles, what you want the Government to do— 
may be I have a glimmering of what you have in mind, I don’t know— 
what you want the Government to do is to set the support price at 67144 
cents in New York, 66 cents in Chicago, 674% cents on the west coast, 
and 6714 cents in New Orleans, and so on ? 

Mr. Inxexes. That is right. 

Mr. Davmas. In other words, you want the Government support 
price related to the transportation costs to destination, is that correct? 

Mr. Inkeves. That is right. 
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Mr. McKinnon. If your figures are followed then, in effect, the 
creameries are going to get a cent and a half less for all the butter they 
send to New York than for the butter they send to Chicago. 

Mr. Datmas. He wants the freight differential, whatever it is, in- 
cluded in the support price. 

Mr. McKinnon. I can’t see where it is not just as broad as it is 
long. 

Mr. Inketes. Supposing we make a farmer out of you, supposing 
you own a creamery in Chicago and you have been shipping butter to 
New York regularly, that is your market, in a time when the bulk of 
the butter is produced there is so much butter around that the market 
will not sustain the 66-cent price, and if the Government did not come 
in and peg the price at 66 cents the butter would be selling at 50 cents, 
and then if you keep on shipping to me in New York you are only go- 
ing to get 66 cents for the butter, because there is so much butter in 
New York that the Government has to come in and take the surplus. 
Mr. Datmas. Does not the creamery absorb the surplus ¢ 
Mr. Inxetes. No. 

Mr. Datmas. Whiy is there a differential? Isn’t that because there 
a transportation charge added to it? 

Mr. Inxexes. If it is necessary for the Government to come in and 
peg the price of butter we haven’t got a free market. The true price 
of the butter at that time may be 50 cents or 55 cents, so the Govern- 
ment says, “We will take all the butter that is manufacured in Chicago, 
or New York, or Los Angeles, at 66 cents.” If you have a customer to 
sell all the butter in New York and you do not want to break up the 
market that you had for 20 years, you are going to get 66 cents for the 
butter in New York, less the carrying charges from Chicago to New 
York. In other words, take for example Minnesota, if you own a 
creamery in Minnesota and you were selling me the butter for years, 
along comes June and there is so much butter in the country that the 
market goes down to 66 cents in New York and it is the same in Chi- 
cago, 66 cents, if you continue to ship to me in New York you are losing 
a cent and a half, because you are actually making a cent and a half 
less than Chicago. 

Mr. Daumas. Who pays the transportation cost on the butter from 
Chicago to New York? 

Mr. Inkeves. The creamery. 

Mr. Datas. So if it cost a quarter of a cent to ship it to Chicago 
and a cent and a half to ship it to New York and the support price is 
66 cents, naturally they are going to dump the butter in Chicago. 

Mr. Inxetes. That is right. 

Mr. Downey. What happens to the free market ? 

Mr. Inxetes. The normal supply and demand takes care of it. 
Today New York is a cent higher than Chicago. In other words, if a 
creamery ships his butter to New York he would get 67 in New York 
and 66 in Chicago. 

Mr. Downry. Then it is not a free market. 

Mr. Inxetes. Beg pardon? 

Mr. Downey. It is not a free market. 

Mr. Inxeres. When the Government buys butter it is not a free 
market. 
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Mr. Downey. What you are asking is for the Government to hold to 
the price and support the market and then pay the transportation in 
addition to New York. 

Mr. Inxexes. Take the reverse: When the Government sells the 
butter back that they bought in June—they buy so much butter that 
there is not enough storage space in the Midwest to store the butter so 
they have to use the facilities of eastern warehouses, or the Pacific 
coast warehouses—when they sell the butter back to us they tell us, “If 
you want to buy the butter in New York you have got to pay 67 cents, 
and Chicago 66 cents.” The reason they give us the same arugment 
that we advanced. They tell us the shoe is on the other foot. The 
reason they give us they paid 66 cents for this butter in Minnesota 
and it cost a penny to get it to New York, and therefore we have to pay 
the additional freight. 

We do not want the Government to penalize anybody. We want 
the Government to set a price ceiling that will not penalize the cream- 
eries, the creameries that have been historically shipping butter to the 
eastern seaboard or the western seaboard. 

Mr. Datmas. In this free market, so-called, there are two sets of 
differentials between Chicago and New York. 

Mr. Inxeves. Supply and demand affects the free market. 

Mr. Datmas. They peg the price in New York over Chicago, don’t 
they, in every free market ? 

Mr. Inxexes. I would not call it exactly peg. But we have very 
active trading on our exchange, just as Chicago has very active trading 
on its exchange. If the price in the market in New York was 2 cents 
higher than Chicago today, that would level itself out the next day. 
As long as it has activity, it will level itself out, because the commodity 
will always follow the market that gives it the highest price. 

Mr. McKinnon. When the Government takes this butter and puts 
it in storage at the support price of 66 cents, that butter will be stored 
until some time in January, in the wintertime, when it is scarce again, 
and when it moves out again, out of that storage house, then it is 
open to anybody who wants to buy it. 


Mr. Inxeves. Yes. 
Mr. McKinnon. At that time you can step in and buy the butter 


from the Government instead of buying it from the creamery in Min- 
nesota? 

Mr. Inxetes. Yes. 

Mr. McKtwnwnov. It is available to you at the same price that the 
Government paid for it and placed it in storage. 

Mr. Inxeres. I want to say this, that when the Government sup- 
ports the price the creameries will sell all the butter to the Chicago 
dealers instead of to the New York dealers. 

Mr. McKinnon. When it is sold to the Government the Government 
is just a trustee, in fact. 

Mr. Inxetes. The Government buys butter through dealers. The 
creameries themselves are not equipped to sell to the Government, they 
can’t finance it. The Government takes a month to pay. 

Mr. McKrynon. The Government does not hold the butter until it 
is sold by the dealers? . 

Mr. Inxexes. No, no. 
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Mr. McKrywon. I mean it is sold to the dealers, the dealers sell it 
to the Government, and the dealers can buy it back again from the 
Government. 

Mr. Inxetes. That is right. I don’t know whether I made myself 
clear. 

Mr. McKrxwnon. It comes right back to the same answer, it seems 
tome. You do not make vourself clear to me, no. 

Mr. Inxeres. It may be. Let me ask you this: Suppose you own 
a creamery in Minnesota and in June the Government is paying 66 
cents for butter in Chicago and 66 cents for butter in New York, to 
whom would you sell your butter? Would you ship your butter to 
Chicago? 

Mr. McKinnon. How does that penalize you ? 

Mr. Inxetes. In this respect: You have a situation in June where 
every creamery that is wide awake will ship their butter to Chicago, 
and New York won’t get any butter. 

Mr. McKinnon. But you cangstill buy whatever butter you need 
from this Minnesota creamery. When they ship it to New York you 
pay 66 cents in Minnesota, and the creamery will get the same price, 
as I can see it. 

Mr. Inxetes. The creamery will not. It costs the creamery a cent 
and a half more to give it to me in New York. 

Mr. McKinnon. You buy it f. 0. b. Minnesota ? 

Mr. Inxetes. We buy it f. 0. b. New York, at 66 cents. 

Mr. Murer. Has a situation ever occurred when New York did not 
have any butter? 

Mr. Inxetes. No. 

Mr. Warrs. May I say a word? 

Mr. Inxetes. This is Mr. Watts, the president of our exchange. 


STATEMENT OF L. WATTS, JR., PRESIDENT, NEW YORK 
MERCANTILE EXCHANGE 


Mr. Mutter. Will you state for the record your full name, address, 
and your affiliation ? 

Mr. Warts. My name is L. Watts, Jr. I am president of the New 
York Mercantile Exchange, 6 Harrison Street, New York. 

Mr. Murer. You may proceed. 

Mr. Warts. There are certain circumstances that the Government 
requires in selling butter. In the first place, a creamery has to sell a 
carload of butter; it has to sell at least 30,000 pounds. Not all cream- 
eries can ship 30,000 pounds, nor do they have the facility for holding 
the butter for shipment in carload lots. Let us assume the creameries 
ship every week; those creameries, perforce, must ship it to some 
dealer somewhere for sale to the Government, and as Mr. Inkeles 
pointed out, the support price is necessarily the maximum price. That 
is the reason the price is being supported; it is supported to keep the 
butter price up for the producer. In an effort to get as much as they 
can for that butter, which is perfectly legitimate and proper, the 
creameries, of course, will ship to the nearest dealer, which quite often 
happens to be a packer. It is consumer preference we have to cater to 
here in the metropolitan area, and a great many of those creameries 
are smart and it is utterly impossible, unless they make a contract 
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with some packer to assemble carloads for them, to sell the Govern- 
ment, and therefore they ship it in at any rate. 

Our quarrel is with the interpretation of the PMA, the Dairy 
Branch, of the Agricultural Act of, I think, 1938—or probably 1939. 
The Agricultural Act says that this support plan is to be as with 
the least possible disruption of historic or normal trade channels. 
Naturally these creameries that make small amounts ship to New York 
anyway, so we have a sufficient supply during the flush season, the 
season of the largest production, in New York to keep the market at 
the pegged price and no more. 

What we are driving at is the fact that there would not be enough 
butter in New York in the wintertime, and therefore we would have 
to pay the freight differential to get the creameries to ship here. Some 
creameries can’t do it. There is enough butter that comes into the 
New York market to keep the market at the maximum now that the 
Government has set up the support price. 

We believe that the Government will buy it on an area basis, the 
same as they sell it, and that would disrupt the normal trade prac- 
tices. We would lose certain creameries to the dealers in Chicago 
during the summertime, and then New York, when the flush season is 
over, with 200,000,000 pounds of butter stored in the West, then we 
have to bid for the butter and we do not know where it is, or we 
don’t know just what kind of butter we will get, extept it is inspected 
butter. There is no consumer preference element that enters into it. 
So we have to take into the market that kind of butter by bidding up 
for it, and naturally the market goes up when the supply goes down. 

So our plea is to have the Department of Agriculture, or the CCC, 
since the creameries maintain their normal outlets through us, waive 
the cent and a quarter that I believe the freight is from Chicago to 
New York. We are asking the Department to do that. 

We have petitioned them. They claim it has been successful for 2 
years. It has not been successful to us, because the business has gone 
down in New York, and we are not permitted to store because of this 
being Government property, we are not getting the opportunity to 
store the surplus which we will need in the winter months. It makes 
for bad markets, for excited markets—so much so that the market 
might be 12 cents higher this fall when the normal supply is shut off 
and we have no reserves. 

Mr. McKinnon. Is it done on a regional basis? 

Mr. Warrs. Yes. 

Mr. McKinnon. Your contention is it would pass to the consumer 
at a cheaper price than it is now going under the pegged price? 

Mr. Warrs. I think the cheaper price is a matter of simple eco- 
nomics. W will have enough reserve here to keep our market orderly. 

Mr. Inkeles forgot to tell you that very often, even in spite of the 
fact that below the pegged price there will be a surplus of butter in 
New York during the season of glut production, and some of the 
dealers will have to sell to the Government in order to finance them- 
selves. Naturally the pegged price is quite high. ¢ 

We have no quarrel with Sthat the Department of Agriculture de- 
termines to be the pegged price. The butter is sold, for example, at 
66 cents. Last year it was sold to the Government at 60 cents all over 
the country, and they raised it 10 cents this year. They they invoked 
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the 5 percent clause, which is perfectly all right, and they sold it back 
to the trade at 63 cents. Everywhere else in New York they had to 
pay, for the butter that they paid 60 cents for in New York, 64 cents. 

Ve do not blame the Department of Argiculture. They have to 
live up to the provisions of the law and not disrupt the normal mar- 
kets, the normal trade channels. We ask them to please not do it 
during the flush production. We will have enough surplus stock in 
New York so it won’t disrupt the normal trade channels in the sum- 
mertime. In other words, we New York merchants are losing the busi- 
ness. It is perfectly all right if we sell the Government—it is some- 
times profitable, not always, as a great many people find out—but we 
should have our share of the business, which has been historically 
ours for all these many years—80 or 100 years that the market has 
been there. 

Did I make myself a little clearer ? 

Mr. McKinnon. I am beginning to see a little light; yes. One 
thing you did not answer so I can understand, at least, and that is 
the point that the butter is sold to the Government for Government 
storage even when it goes to the dealer. 

Mr. Inke rs. The dealer is merely the agent for the creamery. 

Mr. McKinnon. The purchaser is the Government. 

Mr. Warts. That is right. 

Mr. McKinnon. The Government buys it at whatever price is set. 
When it starts flowing the other way, because of lack of supply to 
meet the demand, it is moved out of storage. What I don’t under- 
stand then is why the New York market does not pick the butter up 
as it comes out of storage, add the transportation cost to it, and sell 
it in New York. 

Mr. Inxetes. It is impossible for the creameries that historically 
shipped to us to ship to us during the flush season. 

Mr. McKinnon. In other words, during the flush season when they 
had the 66-cent price at Chicago you fellows could be buying it as 
their agent and put it in storage and sell it to the Government rather 
than taking it out and delivering it on the New York market. That 
would give you the benefit of being the agent and buying the butter 
from the creamery at the 67-cent price here in New York. Whereas, as 
long as the price is 66 cents in Chicago, or any place else, even though 
the transportation price is added to it, you maintain that it gives the 
Chicago dealer an advantage over the New York dealer? 

Mr. Warts. Yes. 

Mr. McKinnon. Of course, you folks could go in as dealers and 
carry that butter at the cent additional price and later on take it out 
during the winter months. 

Mr. Warrs. You haven't got enough money to carry it. 

Mr. McKryxnown. It is possible but it is not practical ¢ 

Mr. Warts. It is not possible because of finances. In this mercan- 
tile exchange we represent the warehouse industry in and around New 
York, here, and that is small business, a great deal of it, and these 
warehouses have no business in that line. In other words, we are com- 
plaining that it is disrupting the normal trade channels. 

Mr. McKinnon. Under normal trade channel conditions, or under 
normal free market conditions, when the butter got flush in June and 
July you fellows stepped in and bought the butter on the free markets 
and stored it? 
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Mr. Warrs. No. 

Mr. McKinnon. It was purchased from out in the Midwest and 
moved to New York and stored here ¢ 

Mr. Warts. It was all bought f. 0. b. New York. The price was set- 
tled on the basis of the New York market. 

Mr. McKinnon. I see what you mean now. 

Mr. Warrs. May I tell the Congressman here, I think Mr. Inkeles 
had a letter here from from the Department which shows that we could 
not prove that there was no butter that we stored in New York, that 
New York had no butter during the 2 years that we were doing this. 
We could prove, of course, that they had butter, but the small-business 
man in New York lost the business to the packers. 

Mr. Murrer. Where did the butter come from that New York had 
during this time, then? 

Mr. Warts. What is that? 

Mr. Muurer. Where did the butter come from that New York had 
during this period? 

Mr. Warrs. It lifted it from the support price. You have about 
70 percent of the butter made during about three and a half months. 

Mr. Muurer. No matter when it is made it must take some time to 
get it to the market and to the customer. 

Mr. Warts. True enough, but we are talking about warehousing 
here and a chance to handle it, and these are small-business men that 
are losing it. 

Mr. Muvrer. What you complaint is, when the time comes for the 
Government to support the price and buy up the surplus, that it buys 
it up and none of it comes into New York, and your dealers in New 
York do not get a chance to buy it from the creameries as a result. Is 
that your point ? 

Mr. Warts. That is right. That is one thing. Another thing, we 
deal in the consumer preferences naturally. and you know what the 
consumer preference is here in New York—these dealers do—and 
naturally they had instructed their creameries to make butter that 
way. When we store that butter we know exactly what it is; we know 
where to sell it. When we have to buy it hit or miss from. the West, 
there is no case of consumer preference, and as the result the butter 
business suffers and consumption is down to about 10 pounds per 
capita when it used to be 1714. 

There is just one thing we want to answer. The PMA says that is 
their excuse, but the only thing we are arguing about is it is disrupting 
our business and it is causing us to have to retrench and we have to lay 
off help, and these warehouses here are also having to lay off help. 

We are just asking for a correct interpretation of the law, and we 
understand that is what the Small Business Committee is for—that 
the law reads the normal trade channels are not to be disrupted. 

After all, we have another element in here, we have the defense ele- 
ment here, and New York has less than 2 days’ supply of butter, and 
last year they had 50 million pounds of butter in storage in Chicago 
and we had 12 million pounds in storage in New York. 

Mr. Murer. The Commodity Credit Corporation has control of 
this matter ? 

Mr. Warrs. Yes; the CCC. 
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Mr. Muurer. You have exhausted your possibilities of getting relief 
from them ¢ 

Mr. Warts. We have exhausted the possibility of getting relief 
from them. I want to go on record as saying this: That they have 
told us they agree with us we are a hardship case. 

Mr. Muurer. W hy don’t they grant you the relief? 

Mr. Warrs. You ask them. That is why we are here. 

Mr. Motrer. All right. Thank you, gentlemen. We will ask them 
and maybe we will get an answer. 

Mr. Inxexes. Mr. Meierfeld would like to say a few words. He will 
be very brief. We have a little complaint here with the Army. This 
refers to eggs more than butter. 


STATEMENT OF DAVID MEIERFELD, CHAIRMAN, EGG COMMITTEE, 
NEW YORK MERCANTILE EXCHANGE 


Mr. Mvcurer. Will you give the reporter your full name, your 
address, and your affiliation ¢ 

Mr. Mererrecp. My name is David Meierfeld, 33 Riverside Drive, 
New York City. I am the chairman of the egg committee of the New 
York Mercantile Exchange. 

At a recent meeting of the Army egg vendors—that is, people 
engaged in selling eggs to the Armed Forces—I was chosen to present 
our complaint to this committee, knowing full well that as small- 
business men we would be hard hit. None of the others cared to come 
because they are now actively engaged in selling to the Army and 
do not want any repercussions. 

Over the past many years, since 1946, my firm sold to the Army. 
In 1946 my firm sold over $1,152,000 worth of eggs to the Army, and 
in 1947 $1,700,000, and in 1948 $1,600,000 worth, and up until October 
25 of 1949 we sold $965,000 worth. In 1950 not one cent, and in 1951 
not one cent. The figures that I called off represent a quarter of my 
business. My gross sales are about four times the amount of the figures 
I specified. You gentlemen realize that you don’t give up a customer 
that has taken a quarter of your supplies, unless it is for a very good 
reason. 

Mr. Muurer. Did you give up the Army? 

Mr. Meterretp. Yes. 

Mr. Mutter. You stopped selling the Army? 

Mr. Mererrevp. Yes. 

Mr. Muurer. Why ? 

Mr. Mererrerp. Well, there was a change in personnel around 
October 1949. No Army rules were changed; the procurement regu- 
lations have not been changed since that time, except in minor ways; 
but the personnel was changed; and the personnel, in a delicate 
problem like eggs, is extremely important. 

For example, gentlemen, there is not the slightest difference in the 
world between a grade A egg and a grade B egg. An expert will 
instantly call a grade A egg a grade A, but an inexperienced man will 
call an egg grade A one time and the same egg 2 minutes later he will 
call grade B. 

Mr. Mutter. The grading is done entirely by sight, through the 
eandling method ? 
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Mr. Mererrevp. The grading of eggs is done before an electric light 
bulb called the candle in a dark room. For your edification, a grade 
A egg is an egg with a small air cell—I think it is three-eights of 
an inch—-and the yolk may be barely visible. The grade B egg is 
an egg where the yolk is visible, definitely visible. Now, it is a matter 
of judgment whether the yolk is barely visible or whether it is visible. 
A trained man—and the United States Department of Agriculture 
has hundreds of them—a trained man can tell the difference instantly 
between A and B. The Army personnel sometimes can tell the dif- 
ference between A and B. 

The records of the Quartermaster, Market Center, will show— 
incidentally, those records are not available to us, but perhaps as 
Congressmen you can get them—that the number of eggs bought by 
the New York Quartermaster, Market Center, has dropped since 1949 
to less than 25 percent of what it used to be. 

Mr. Murer. Where are the eggs being bought ? 

Mr. Meierrevp. They are being bought out.of the Chicago Quarter- 
master, Market Center. The small men in New York find it pro- 
gressively impossible to do Army business. That is costing the 
Government untold millions of dollars. 

Of course, back in 1949, the market price was the price at which 
the Army used to get their eggs. They had many vendors, and there 
was much competition for this as against cash and carry. We did 
not have to worry about it. We did not have to go to the insurance 
company and insure that account. There was terrific competition for 
the Army business. 

Now there are many fewer vendors. Most of the old-time vendors 
like myself are out, and that despite the fact that there was no change 
in the specifications, there was just a change in the interpretation 
of the specifications by the new personnel that was brought in here. 

Mr. Murer. What grade egg does the Army buy ¢ 

Mr. Meterreitp. The Army buys the procurement egg that is com- 
parable to the consumer grade A egg, and they also buy the procure- 
ment No. 2, the type of egg that is bought by the big chain stores. 

Mr. Mvuurer. What is procurement 2? 

Mr. Meterrecp. Procurement 2, grade A, is where 60 percent of 
the eggs are grade A; and procurement 1 is where 80 percent of the 
eggs are grade A. 

Our trouble has not been with meeting the grade so much in the 

number of extras in grade A eggs, it is in the minor technicalities. 
Time after time we would have eggs pass well over 60 percent for 
procurement 2. They passed with more than 60 percent. But the 
inspector was looking for slight stains, looking for blind cracked 
eggs. 
As I mentioned before, up until that point in 1949 we were doing 
a quarter of our business with the Army, but in 1949 we stopped 
completely, and that is why I am afraid to talk to you gentlemen, 
and one of my competitors did stop completely, and they cut down 
on the egg business. 

In those days we used to sell the eggs at top market prices, and 
now the Army are paying from 12 to 14 cents over the market, but 
the grade of egg has not changed; it is the same grade, the same eggs 
that were previously being sold to them here in New York. They 




















Set el ly 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1417 


are being sold to them in Chicago, the same package of eggs, at a 
tremendously higher market. 

Mr. McKinnon. What are the major firms selling to the Army ? 

Mr. Meterre pb. It is the packers. 

Mr. McKinnon. The great big ones? 

Mr. Meterrevp. That ts right. The Army does not publish it for 
our information. I can only judge from my trips to the West, and 
I made them quite often, who sold the eggs. At our convention we 
discussed this, and we found that more and more of the small dealers 
are stopping selling the Army. The chief egg man in the Chicago 
office, Mr. Curry, who was previously an employee of, I think it was, 
Armour or Swift—— 

Mr. Hugues. Armour. 

Mr. Mvurer. Mr. Hughes volunteers the information that it was 
Armour. 

Mr. Meierretp. We haven't the complaints and I cannot tell. I 
imagine even with the change in personnel we could get back some 
of the business, but we would have to do it at a lot lower price. The 
Army figures show what they pay for the eggs, if you are interested 
in it. However, Congressman, | know that fighting the Army as 
an individual is like beating my head against the wall. 

Mr. Mutter. Whom have you complained to? 

Mr. Meterrecp. We complained to Mr. Hume, David Hume. 

Mr. Mutrer. Where is David Hume located ? 

Mr. Mererrevp. In Chicago Quartermaster, Market Center Office, 
22? West Jackson. 

Mr. Murer. Was your complaint addressed to him in writing? 

Mr. Meterreip. No. We always like to get back on that Army list. 
You don’t want to have anything in writing. 

Mr. Murer. Whom else did you complain to? 

Mr. Mererrevp. To the colonel in charge of the New York Quar- 
termaster, Market Center Office. 

Mr. Murer. When you say “colonel in charge,” does he have a 
name ¢ 

Mr. Meterrevp. There have been a few of them. I know I want to 
do Army business. 

Mr. Mutter. You have no objection to giving us the names of the 
men to whom the complaints have been made ¢ 

Mr. Mererrevp. It is not a matter of remembering to whom the 
complaints were made. 

Mr. Muvrer. Can you tell us when the complaints were made? 

Mr. Mererreip. To the colonel in charge in 1949 and 1950. 

Mr. Inxetes. The colonel in charge in New York on Sixteenth 
Street. 

Mr. Mererrevp. The colonel in charge of perishable foods. There 
is this clique of people in Chicago who have placed in New York the 
most asinine inspectors now that I have ever seen. They have a 
Captain Wilson who as recently as this Monday rejected a car of 
rrade A butter from H. C. Christians. He was overruled on appeal 
. the USDA. And there was a veterinary, Colonel—someone—I 
don’t remember his name. He has been the chief source of irritation. 

Mr. Muvrer. Does he also inspect eggs ? 

Mr. Mererrecp. He inspects eggs, too. 
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Mr. Muurer. What is his background ? 
Mr. Mererrecp. He is a veterinarian. When the Army gave up 
horses, they had to do something with the veterinarians, and they 
put them to inspecting butter, meat, and eggs. 

Mr. Scuwarrz. We complained to Colonel Taylor, and the answer 
we got from him was he hasn't got enough competent men to go around, 
and if you haven’t a competent inspector he can be either too lenient or 
too rigid. Sometimes he can lean over backward and sometimes be 
too rigid where nothing can pass. 

Mr. Mererrevp. I may talk about the experience that my dad had, 
who was the head of our firm, when he bounced the Army out. We 
had 90 cases of eggs standing in line: we had sales made to three small 
ramps, three 30 lots. The first two 30 lots passed and the third 30 
lot was rejected. We found one egg with adherent dirt; that made 
it inedible in the mind of the inspector. There are usually minor 
tolerances permitted. The adherent dirt could be chicken manure, 
but it was not, because all of that is cleaned off the eggs. It seems an 
egg case was broken and that broke the first egg in ‘the box, and the 

second egg was the one standing next to it and some yolk got onto it 
and dried onto the shell of the egg standing next to it. When you 
see things like that happen and when you have got a couple of thou- 
sand dollars invested in it, it sticks in your mind. 

If the Army turns down a shipment, you are in bad shape. You 
can’t sell it to anybody else except at a big discount. When vou see 
the case, you know it is a reject from the Army. They make vou 
mark up the cases, and then you may sell them to whoever wants to 
buy them. 

We have lived up to the regulations. They pulled a new one, just 
on interpretation. In New York space is very valuable. We all have 
our own buildings, but if you sell the Army five or six cars of eggs 
you don’t have the space to stack up the eggs the way they want you 
to, with an aisle between each row of cases of eggs so that the inspec- 
tor walks through and picks any eggs he wants for a sample, so you 
must have half of the space open in the aisles. Therefore, in order 
to do any volume of business with the Army you must offer the facili- 
ties that are offered by the warehouses or the New York Central or 
the Pennsylvania or Erie pee 

The major in charge of the veterinarians, Major Bishop, on his own 
interpretation, said, “That is not on your premises. We will not per- 
mit inspection in those places.” 

Mr. Mutter. So far as the big packers are concerned, the inspectors 
accept the eggs right in their premises? 

Mr. Mererretp. That is right. They have the facilities available. 
Their facilities are much larger than ours. 

Mr. Mvutrer. Are those inspections of the eggs in the big plants 
made before the cases are marked ? 

Mr. Mererreo. I can say definitely “Yes.” They are made be- 
fore they are marked. Not only that, they are made sometimes before 
the eggs are packed. That might tell you the name of the man who 
did it. I could not tell you. 

Mr. Mutrer. Is there any reason why the small-business. man’s 
eggs cannot be inspected and accepted before the cases are marked ? 
Mr. Mererrecp. Yes. There is a regulation to the effect that the 
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eggs must be marked with the destination before they can be tendered 
for inspection. 

Mr. McKinnon. You say it is not done by the big packers? 

Mr. Mererrerp. It is not always done by the big “packers. 

Mr. Mutter. What is the reason for that regulation ? 

Mr. Mererretp. You will have to ask the Army personally for the 
reason, if they know the reason. 

Mr. Murer. Do you know of any reason why that regulation should 
not be changed so they can be inspected and accepted before they are 
marked ? 

Mr. Meterrevp. There is no reason why that should not be changed. 
There is also no reason why the Army should limit their list of ven- 
dors. They went to the extent of refusing to pass the premises of 
Lowenfels. He is the manufacturer of hotel butter, probably the best- 
advertised butter in the area, and he certainly has the most up-to-date 
and modern cream-manufacturing plant. I have been in many of the 
print rooms over the country and I have never seen any more eflicient 
than Lowenfels’. Just recently Captain Wilson turned Lowenfels 
down when Lowenfels wanted to get on the Army list, on the ground 
that his plant wasn’t satisfactory. 

Mr. Mourer. On the ground that it did not come up to specifica- 
tions ? 

Mr. Mererrecp. It did not come up to specifications. 

Mr. Muurer. Did he indicate why he thought the plant did not come 
up to specifications? 

Mr. Mrererreip. Yes; he did. There was no valid reason. The City 
of New York Board of Health passed it. You know, Congressman, I 
once saw an inspection where the colonel walked in the print room, 
picked up the drain cover on the floor and with a pair of white gloves 
reached into that drain and saw there was dirt on the metal on the 
top of the drain, and walked out. Things like that were done by the 
Army before the war. During the war it changed, and now, after 
the war, they are going back to the same practice of doing things. 

I think the A. & P. Co. probably uses more eggs than the Army, but 
the Army announced they used 5.000.000 cases this vear. This vear, 
if they got 100,000 through the New York quartermaster I would be 
surpr ised, whereas prev iously we were doing our share of business. 

Mr. Muurer. The New York quartermaster still has the right to 
buy them ? 

Mr. Mererreip. Oh, yes. This morning, before I came, I spoke to 
one person who was actively engaged in selling the Army, who tsed 
to be my biggest competitor, the firm of A. Koch & Sons. He did 
about as much business as I did, or maybe a little less or maybe a little 
bit more. I told him I was coming down to appear as his representa- 
tive, and he said, “You know, recently I sent a shipment of eggs up 
to New London. I did not mean to sell them, but when the Army calls 
me every week, you know, vou want to stay on their list. You know, I 
don’t like to say I don’t bid. I put ina price on that New London deal 
which I thought was at a ridiculous price.” 

Mr. Mvtrter. Ridiculously high? 

Mr. Mererrerp. Ridiculously high. He said, “It was a ridiculous 
bid based on what the value of eggs is, but I just put it in so they could 
not say there was no bid. I would like to get myself bid on everything. 
Can you imagine, they took it.” 
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Very few people bid against him and he was very much disappointed 
that he got that bid. 

Congressman, we could get around this. If they had the same rules 
applied to dealers all over the country, New York would be on a com- 
petitive basis with the rest of the country. More people would be 
willing to bid. 

Ww hy they have there Captain Wilson and Colonel Taylor and Major 
Bishop, who is the one in authority, I don’t know. 

Mr. Murer. Do you think there is any concerted action between 
this personnel in New York and the group doing the buying in Chi- 
cago ¢ 

Mr. Meirerrevv. I think this personnel was placed here because of 
their temperament, and because of their lack of knowledge of whole- 
sale methods, because of the fact that they will stick to the letter of 
the law and not deviate one bit. I don’t want them to change the regu- 
lations. 

Mr. McKinnon. Do you know whether they are just as strict in 
Chicago as they are in New York? 

Mr. Meterrecp. They are the same. The same cars of eggs that are 
rejected in New York are passed out there. 

Mr. McKinnon. In other words, it is a practice of deviating from 
time to time? 

Mr. Mererreip. They do not do it purposely. An honest man calls 
things the way he sees them. Now, they have honest men, they are 100 
percent honest, but they are not equipped, they are not trained men, 
they are not properly trained. If the strictest USDA inspector were 
used I would be happy, because that man would call them the same 
for me as for the next fellow, and he knows his product. An Army 
veterinarian does not, honestly, know his eggs, nor does he have a taste 
for butter. He may be a pipe smoker or he may smoke cigars and has 
lost his taste. But he is a licensed veterinarian and he happens to be 
in this spot, so he inspects the butter. 

Mr. Murer. How does he inspect the butter ? 

Mr. Meterrevp. By tasting it, and by looking at it. 

Mr. Scuwarrz. They take a metal rod and tap it into the butter and 
get the smell, and then they taste it, and they also go by appearance. 
Judging butter and eggs, neither one is exact. 

Mr. Inxe es. It can be an honest difference of opinion. When you 
want to discriminate against a market you can put a certain type of 
inspector in and you can’t get any business in that market. 

Mr. Mererretp. We had a top-notch egg man here. He was a 
crackerjack. 

Mr. Mutrer. He probably ran a dairy before he went into the Army. 

Mr. Mererrevp. This little Japanese boy, named George, was an 
excellent egg man. My dad offered him $ 200 a week when he got out 
of the Army, and at that time and even now we do not pay more than 
$75 a week. George wanted to stay in the Army. The next time I 
saw him was in Chicago, inspecting poultry, and he did not know 
anything about it. 

I am not sharpshooting at the Army, Congressman. If you were 
in it you would know what it is. You know all about what it means 
to put the wrong person in the wrong spot. We have got the wrong 
people here in New York, and they are killing our business. 
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I think I told you as much as Ican. Could I ask what could we do 
about it? Can we go to the Surgeon General and ask for relief from 
these people? We are not going to tell him how to run the Army; 
we are not going to tell him to put anyone in a spot. 

Mr. Murer. Maybe it will not be necessary for you to tell him 
anything. 

Captain Randolph, will you get us up a report on this situation, 
please ¢ 

Captain Ranpouru. Yes, sir; I will, indeed. I would like to sug- 
gest that Mr. Meierfeld see General Peckham here, and if you don’t 
get any satisfaction from that level, I would certainly go right down 
to the Office of the Quartermaster General. 

Mr. Mererrecp. I would like to suggest the figures are available to 
you, and they are not available to me. See how much over the mar- 
ket the Army is paying for eggs now as compared to what they used 
to pay. 

Mr. Mvutrer. Captain Randolph is going to get us a report on the 
price differential, if any, what the prices were and what the prices are, 
what has happened in this market and in the Chicago market. 

Mr. Meierretp. The prices have gone up all over the country, sir. 

Captain Ranpoten. Over the regular market prices ¢ 

Mr. Meterreiy. Yes. 

Captain Ranpotren. You say from 12 to 14 cents? 

Mr. Meterrevp. Yes. 

Mr. Mourer. All over the country the Army is paying from 12 to 
14 cents over the market on any one week ¢ 

Mr. Meterrecp. Yes; on this week, and on the other week, it might 
be something else. It would be available if they inspected it the same 
as the United States Department of Agriculture inspects it, because 
the price is made on the USDA imspection. 

Me Scuwarrz. The Army is paying 581% cents, and our market is 
5214 cents. There is 6 cents there over what they should pay if their 
inspection is realistic. 

Mr. Meterrevp. That is in carload lots. 

Mr. Datmas. The Department of Agriculture does, in fact, inspect 
a lot of the food purchased by the Quartermaster ; does it not 

Mr. Meterrecp. I don’t think so, sir. 

Mr. Dautmas. Canned goods, and so on? 

Mr. Meterretp. That I would not know. I know they did do some 
of the inspection for the Navy. 

Mr. Murer. Mr. Meierfeld, will you do this; will you go to Gen- 
eral Peckham?’ Do you know where to reach him ¢ 

Mr. Mererretp. No. 

Captain Ranpotrn. 111 East Sixteenth Street. « 

Mr. Mutter. Present the complaint there and tell him you are doing 
it at the suggestion of this committee, and tell him this committee 
wants a report on the action taken on the complaint. Let us know the 
result there, and if there isn’t any action taken there, then we will take 
it up with the Quartermaster in Washington. In the meantime, of 
course, we will get a complete report on the situation as you presented 
it here. 

Mr. Mererretp. Thank you very much, sir. 

Mr. Mvurer. I hoped that General Thomas would be able to give us 
a brief statement on what he is doing in the small-business industry. 
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General Tuomas. I will send a report over to you. 
Mr. Muurer. We go to Paterson tomorrow, but if you mail it in to 
the House Small Business Committee, House Office Building, we will 
make that statement a part of our record. 

General THomas. ‘All right. 

Mr. Muwrer. Is there any other representative of the Government 
who would like to do the same thing ¢ 

Captain Ranvotrn. Mr. Chairman, to complete the record on the 
case presented by Mr. Ben King, of Bush Metal Products, Mr. King 
was complaining about not receiving any invitations for bids from the 
Government agencies which he had contacted. After talking with Mr. 
King I have agreed that he has not received any invitations for bids 
and he has contacted numerous Government agencies. However, the 
earliest time that Mr. King had his firm properly listed with any mili- 
tary procuring activity was the 29th of March 1951, only 18 days ago. 
In the list of activities which he had contacted the agencies, one was 
the Quartermaster, Market Center, Chicago, which procures only food 
for the military services, and another was the Columbus General De- 
pot, which buys spare parts for materials handling equipment and spe- 
cial-purpose vehicles. Both agencies acknowledged Mr. King’s request 
that he be considered a source of supply for any procurement of zinc 
or zinc alloy basic metal shapes or forms, with the statement that their 
activities did not require the purchase of such materials. 

Mr. King was advised to contact three military procuring activities 
which are known to be interested in zinc products and which Mr. King 
had not already contacted. 

Thank you very much. 

Mr. Mutrer. Is there anyone else who desires to add anything to 
this record ¢ 

We will adjourn, ladies and gentlemen. We are holding another 
hearing tomorrow in Paterson, N. J. 

(Whereupon, at 6:20 p. m., the hearing was adjourned to reconvene 
at 10 a. m. Thursday, April 19, 1951, in the auditorium of the YMHA 


Building, Paterson, N. J.) 





























PROBLEMS OF SMALL BUSINESS RELATED; TOD THE 
NATIONAL EMERGENCY 


THURSDAY, APRIL 19, 1951 


House or REPRESENTATIVES, 
~~ *! 
Suscommitree No. 1 or THE Seiecr 
CoMMITTEE ON SMALL Bustness, 
Paterson, N. J. 


The subcommittee met, pursuant to notice, at 10 a. m., in the audi- 
torium of the YM-YWHA, Paterson, N. J., Hon. Abraham J. Multer, 
of New York, presiding. 

Present: Representative Multer (presiding). 

Also present: Victor P. Dalmas, executive director of the commit- 
tee, and Duncan Clark, of the staff. 

Present representing Federal agencies: Leo H. McCormick, as- 
sistant to the Administrator, and Richard J. Tarrant, district director, 
Office of Price Stabilization; John S. Bartlett, field representative, 
National Production Authority; Capt. Margaret L. Randolph, and 
Paul Griffin, Office of Small Business, Munitions Board, Department 
of Defense; Walter J. O’Donnell, manager. Office of Small Business, 
Reconstruction Finance Corporation; Brig. Gen. Arthur Thomas, 
Eastern Procurement District, USAF; T. Rowe, staff counsel, General 
Services Administration. 

Mr. Mutrer. Ladies and gentlemen, we will call this hearing to 
order. 

The House Small Business Committee is very happy to come to your 
city and conduct the hearing in this community. 

At the outset I would like to tell you we regret exceedingly that 
Congressman Mike Mansfield of Montana cannot be with us this morn- 
ing on account of illness, and other members of the subcommittee who 
are making the tour with us unfortunately had to return to Washing- 
ton this morning, as did your own local Representative. The result 
was we had a choice of c: alling off this meeting and possibly not 
being able to reschedule it again or going on with only one representa- 
tive of the subcommittee. We thought you would rather have the 
hearing go on than take the chance of not having any at all. I can 
assure you even though there is only one member of the subcommittee 
present today, the entire committee, the committee of 11 members, will 
study the entire record and in exectitive session make appropriate 
recommendations as the result of whatever is adduced here. 

Let me say also at the outset we do not promise to get you any con- 
tracts, we do not promise to get you any materials. "We do want to 
listen to your problems and we do want to help you solve them. If, 
as the result of that, you get contracts or you get material, or anything 
else is cleared up that is bothering you, we w vill be very happy. 

You must bear in mind that this House Small Business Committee 
is a select or special committee, and although it has been functioning 
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for about 10 years, each session of the Congress having reactivated 
it as a special committee, we do not have the right, as a committee, to 
propose legislation or introduce legislation, we can only make recom- 
mendations to other appropriate legislative committees. 

I might tell you we have, as a committee, acted in a nonpartisan 
manner, and throughout the years we have done that, even to the ex- 
tent, in this session, of having sponsored a piece of legislation unani- 
mously, which we hope will be enacted, which will reactivate what 
was known as the Smaller War Plants Corporation during World 
War II, and which should go a long way in helping small business par- 
ticipate fully in the defense effort. If that bill was enacted into law 
and small business cannot go in and take a prime contract, the corpora- 
tion will take the prime contract and then sublet parts of it, or sub- 
contract parts of it to small business, so they can all participate 
in the war effort. In that way finances will be made available, 
through loans or otherwise, to these small companies who have facil- 
ities to carry on the job, or otherwise will be able to do it, and, of 
course, through that kind of corporation, we can broaden the activity 
of small business. 

Some of you may want to know what we call small business. It is 
easier for you to eliminate big business from that sphere than to actu- 
ally define small business. The Census Bureau, and some other sta- 
tistical companies, look upon small business as anything under 500 
employees. This committee does not stick to that definition. The 
definition, so far as we are concerned, varies from industry to industry. 
In one industry it may be a firm of 250 people, or employees, and in 
other industries it may be just a one-man business. Whether you 
think you are big business or small business, if you have a problem, 
we will be pleased to hear it. We will listen to what you have to say 
and then, as I say, try to be of assistance to you. 

We have with us today, and I think you ought to meet the people 
who are representing the various Government agencies that are trying 
to serve you, and I mean just that. We have found in almost every 
part of the country the representatives of these various agencies, of 
permanent and emergency agencies, are trying to do a job to serve you, 
if you give them the opportunity to do it. 

We have here representing the Office of Small Business of the De- 
partment of Defense, Mr. Paul Griffin, and on my immediate left we 
have Captain Randolph. Now, on the very end is Mr. Walter O’Don- 
nell of the RFC, and as you probably know, most of the business of 
RFC has been and will continue to be in connection with small busi- 
ness. Then we have Mr. Bartlett of the Department of Commerce, 
National Production Authority, Office of Small Business. Then we 
have Mr. Duncan Clark of the staff of the House Small Business Com- 
mittee, and we have our executive director of the staff of the Small 
Business Committee, Mr. Dalmas. Then we have Mr. Rowe of the 
General Services Administration, and Mr. Leo McCormick is the 
Assistant to the Administrator in Washington of the Office of Price 
Stabilization, and on his right is the district director of the Office of 
Price Stabilization, Mr. Tarrant. 

[ think it is appropriate that we ask your distinguished mayor, 
Michael U. DeVita, to say a word to you at this time. , 

Mr. Mayor. 
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STATEMENT OF HON. MICHAEL U. DeVITA, MAYOR OF 
PATERSON, N. J. 


Mayor DeVira. Thank you, Mr. Congressman. 
It is a great privilege for me to welcome this distinguished com- 
mittee of the House of Representatives to our city. You have paid 
us a great honor in selecting Paterson as one of the sites for your im- 
portant hearings and I am confident that what you will hear today 
from witnesses will be of tremendous assistance to you in writing 
legislation designed to aid small business in this area, as well as in the 
rest of the Nation. 

I have no intention of taking your time, and the time of these valu- 
able witnesses, with my own views on the subject, although, as mayor 
of the first city in the United States built solely for its industrial 
potential, there is much that could be told of the vicissitudes of small 
business in this period. 

I would like to say that Paterson was known at one time as the silk 
center of America, and now we are experiencing an exceptional kind 
of trouble, that the Federal Government was made aware of on more 
than one occasion by either the Industrial Commission of the City of 
Paterson, the Chamber of Commerce, or by individual citizens who 
were affected. I think it has something to do with the Japanese proc- 
essed silk, but that will be handled much more amply, I feel, by the 
witnesses who will be present here today, among whom I see the presi- 
dent of the State CIO who is here to represent his people, who are 
losing quite a bit of time in the shops. 

I do wish, however, to point out to this committee that small busi- 
ness is the prime source of our strength and that our Nation was built 
and became great because of the system of competitive free enterprise 
that was nurtured by the initiative, growth, and development of small 
business. Our forests were cleared, our cities built, our highways laid 
by the small entrepreneur. In our country man is born not to class, 
but to opportunity, and his opportunity is grasped through his ability 
to become an owner of his own business. And if that opportunity is 
closed, as in some ways it has, it is the responsibility of government to 
reopen it. 

Injury to small business is the equivalent of letting our system of 
opportunity for all be ruined. I have great confidence that this com- 
mittee, aware as it is of that danger, will take the necessary legis- 
lative steps to prevent such at serious blow to American democracy. 
The senaciniiiie to reopen opportunity for all belongs to Govern- 
ment and that responsibility, gentlemen, is in your hands today, and 
I am sure you will discharge it properly. 

Thank you, gentlemen. 

Mr. Muurer. Thank you, Mr. Mayor. I assure you that the prob- 
lems of your community will have the attention of this committee. 
We will be pleased to hear all the witnesses who indicated a desire to 
be heard, and any others who have come in since the schedule was made 
up, we will try to hear them, too. 

Mayor DeVira. Thank you, Congressman. 

Mr. Muurer. Mr. Carl Holderman, president of the New Jersey 
State CIO. 
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STATEMENT OF CARL HOLDERMAN, PRESIDENT, NEW JERSEY 
STATE CIO 


Mr. Mutrer. Mr. Holderman, will you give the reporter your full 
name, your address, and your affiliation ¢ 

Mr. Hotperman. My name is Carl Holderman; 772 High Street, 
Newark, N. J. 

Mr. Muurer. You are the president of the New Jersey State CIO? 

Mr. Hoxiperman. That is correct. 

Mr. Murer. We will be pleased to hear you. 

Mr. Hoxperman. I have no prepared statement, Mr. Chairman. 
However, I do have a pretty good general picture of what the situa- 
tion is in the State, due to the fact that we have about 250,000 mem- 
bers in the State, 95 percent of whom are employed in factory in- 
dustry. 

In Passaic County we have about 30,000 of those 250,000 who are 
employed in factory industry, and in various types of industry, and 
between 50 and 60 percent of those are employed in factories that 
employ approximately 200 or less, running all the way down to 10, 
15, or 20 employees. 

Two of those industries are particularly hard hit at the moment— 
the dyeing industry and weaving trades. The weaving trades consist 
of both the jacquard and blend goods. They are operating at the 
present time at not more than 25 percent—75 percent of our people 
are either unemployed or working short time at the present time, and 
they have for some little time. And there are very little prospects of 
a pick-up, I understand, from the representatives of industry in those 
fields. 

We are told that this is due to a number of things. It is due prin- 
cipally, however, to the fact that they are unable to compete with 
textile goods that are imported. 

In the jacquard industry there are large imports of goods from 
Belgium, Daaen and other European countries, but principally from 
Belgium and France. In the blending goods industry, however, our 
principal competition comes from the low-cost Japanese goods that 
are being brought into this country. 

Of course, when the weaving industries are unemployed the dyeing 
industries are unemployed also. Whenever the weaving plants are 
affected you will find that the dyeing plants are affected also. If the 
weaving industry is shut down the dyeing industry will be shut down 
also in a very short time, due to a lack of business from those sources. 

I might mention the fact that New Jersey generally has been a 
State of small industry. While within the last few years, during 
the last war principally, we have had located in New Jersey quite a 
number of plants of some major American corporations, generally 
speaking it has been a small-industry State, it has been one of the first 
affected when economic circumstances, such as the defense effort. 
causes maladjustment in our economy. 

Many of those plants are also in other industries, such as plastics, 
machine plants, and clothing, women’s wear, and so on. At the 
present time many of those plants, even those that are equipped to 
do strategic war work, find it very difficult to get war contracts. 

I have one case in mind, for example, one manufacturer here in 
Paterson who, during the last war, operated full time practically all 
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during the war effort in making top secret goods, who today finds it 
very difficult to get war contracts, due to, shall I say, the confusion in 

tting to the proper places to get those war contracts, and due to 
the fact that small business just hasn’t been able to employ the people 
who know their way around to get the war contracts. In a discussion 
with them sometime ago I found, despite his experience in the last 
war, for some weeks he spent his time going from one agency to the 
other, and finally, after exhausting seven or eight agencies and land- 
ing back in the same place, he has given up in disgust and is simply 
continuing to operate as best he can in civilian goods. He is finding 
it very difficult because of the difficulty in getting certain strategic 
materials he needs in his business. 

That is the situation in New Jersey at the present time. I am sorry 
I did not come equipped with better statistics, but that is the general 
picure in New Jersey. It particularly hits Passaic County, because 
of the very nature of the industry here of being small businesses. They 
do not find themselves in the position of getting war contracts, and 
they are being faced with this kind of competition with imported 
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Mr. Mutter. Mr. Holderman, tell me what could be done for the 
dyeing and weaving industries by way of getting them into the 
defense effort. 

Mr. Hotperman. Well, there are a good deal of materials that they 
make here that go into the war effort, things like parachutes, and so 
on, that could be diverted to some of our small plants. There may be 
other things that I don’t think of at the moment. 

Mr. Mutter. What efforts, if any, have any of these small business 
concerns made to get any contracts or subcontracts ¢ 

Mr. Howiperman. I can’t speak for them as a whole, as to what 
efforts they made. I will get you the experience of one manufacturer 
that I know is typical of several that I know about. 

Mr. Mutter. Do you know whether he will be here to tell us his 
story ? 

: Mr. Hoxperman. I don’t think so. I did not see his name on the 
ist. 

Mr. Motrer. Would you mind giving us his name? 

Mr. Hotperman. The Banner Plastics Co. of Paterson. 

Mr. Mutter. Now, what we would like to have, if we may be of 
any help to him, or to that company, is to know precisely what he 
has done, what agencies he has contacted, whether or not he has 
qualified his company by listing his facilities with the various Govern- 
ment procurement offices. 

The businessmen of this community, like those throughout the 
country, must appreciate that this is a tremendous undertaking that 
the Government is involved in, with the necessity of decentralizing its 
procurement agencies, and the result is there are procurement agencies 
all over the country. While the average person will think of his Gov- 
ernment as being in Washington and will immediately board the train 
or plane and go to Washington looking for business, most of the time 
he is just wasting his time going there. He will find right at his home, 
more often than not, the agency, particularly the procurement agency, 
that can be of most help to him. if we can-know just what he has done, 
where he has been, we might be able to direct him t6-the right agency. 
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Mr. Hotperman. I will be glad to get in touch with him and suggest 
that he come down. 

Mr. Mutter. If he can’t be here, if he sent us a written communica- 
tion and told us what he has done, where he has listed his facilities, it 
would help. 

Mr. Hovperman. I think there is one thing, Mr. Congressman, that 
ought to be taken into consideration, insofar as small business is con- 
cerned, and that is they are not all familiar with the procedures, and 
procedures have been substantially changed from the fast war. 

Mr. Mutrer. Yes, they have. 

Mr. Hovperman. If there was some way of publicizing these changes 
in procedures, I think it would be helpful. 

I know that the Defense Department has taken some steps to see to 
it that certain percentages of this business do go to small business. I 
think they are trying to do that, but I think ignorance of the proce- 
dure and perhaps complications in present procedure make it very dif- 
ficult for the small manufacturers, who are not in a position to employ 
high-priced people to seek business for them, is one of the factors 
which makes it very difficult for them to get into the war effort. 

Mr. Movrer. The answer to that, sir, is that the Government has 
spent a fortune of money doing just that, publicizing what it is dong 
and how to go about getting defense contracts. The Government has 
now set up, through the Department of Commerce, I think in excess of 
6,000 places throughout the country where information is issued daily 
to those who are interested. It is impossible to make up a mailing list 
and mail it to everybody, but these offices have been established, some 
6,000. The newspapers have publicized the fact, and invited the pub- 
lic, those who are interested, to come there and get the information. 
They can get the information there daily. If anyone is interested, 
there is always somebody at those places to direct him to the place 
where he can get the necessary information, the necessary pamphlets 
which will acquaint him with Government procedures. 

Then, in addition to the Department of Commerce, which has been 
charged with the duty of publisisine that information and helping 
people to be directed to the proper office, in the Defense Department 
the Munitions Board, is set up a special office known as the Office o 
Small Business, and if you write to the Office of Small Business, in the 
Munitions Board, Pentagon Building, they will supply you with the 
necessary information. 

Then, in addition to that, the National Production Authority in the 
Department of Commerce has also disseminated that information, and 
your local chambers throughout the country have been advised that this 
information is available, and in some instances the chambers of com- 
merce have done a tremendous job. Of course, they reach a limited 
number of people, usually only their members. Their facilities, in 
many cities, are available to anyone who asks them. The average 
businessman has kept away from the chambers of commerce usually 
for fear that he may be asked to become a member. I know that many 
of the chambers of commerce offer their services regardless of whether 
a man is a member or not. 

Mr. Hotperman. Thank you. 

Mr. Muurer. Thank you, Mr. Holderman. 

Mr. Norman Brassler. 
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STATEMENT OF NORMAN BRASSLER, VICE PRESIDENT, THE 
PATERSON SAVINGS & TRUST CO., PATERSON, N. J., AND CHAIR- 
MAN OF THE AREA DEFENSE AND DEVELOPMENT COMMITTEE 
OF THE PATERSON CHAMBER OF COMMERCE 


Mr. Brasster. My name is Norman Brassler. I am vice president 
of the Paterson Savings & Trust Co., and chairman of the area defense 
and development committee of the Paterson Chamber of Commerce. 
My address is 258 Ridgewood Avenue, Glen Ridge. 

I am speaking primarily on behalf of the local banks in this area as 
an adjunct to the problems of small business in this area. 

The success of the Defense Production Act of 1950 and the new 
regulation V of the Federal Reserve Board is hampered by an inter- 
pretation of the Assignment of Claims Act of 1940 as handed down 
by the Comptroller General in 1949. The original 1940 act was a 
most constructive piece of legislation since it enabled banks and other 
financing institutions to utilize contracts and accounts receivable of 
agencies of the Federal Government as security for various type loans, 
primarily the V type used so extensively during the war period. 

Prior to this act, contracts of instrumentalities of the Federal Gov- 

ernment were not assignable to finance institutions. This act was 
one of the major factors permitting our vast output of armaments 
rior and during the wartime effort. This act is still on the books, 
ut unfortunately the Comptroller General’s ruling has impaired the 
value to a lending bank of such assignments involving renegotiation 
claims as they may be asserted by the Government against a borrower 
who has assigned his contracts as security for a loan. 

The ruling presumably applies to income-tax and other claims such 
as unpaid social-security contributions as well as renegotiation lia- 
bilities. Under the Comptroller’s ruling, the financing institution or 
assignee of the contract or accounts receivable would be liable for the 
deficiency under any renegotiation claim. 

Mr. Mutrer. Let me interrupt you, Mr. Brassler. This committee 
is fully aware of that problem, as is the Congress, I wondered whether 
or not you had an opportunity to read S. 998, which was introduced in 
the Senate and reported favorably by the Senate Committee on Bank- 
ing and Currency, which is now before the Senate? A similar bill 
was introduced in the House, and I hope will be reported shortly. 
Do you want to make any comment on that? 

Mr. Brasster. As a matter of fact, the reason I am here is to urge 
speedy approval of both of those bills. I am aware of S. 998 and the 
attempt to rectify this difficulty. 

Mr. Murer. Will that bill, if enacted into law, cure that defect ? 

Mr. Brasster. Yes; it will. 

Mr. Datmas. Do you have the number of the House bill ? 

Mr. Brassier. I do not have the number of the House bill. 

This is the crux of the problem and obviously it is manifestly un- 
fair to have a bank called upon to meet payments as assignee of a 
borrower’s Government contracts 3, 4, or 5 years subsequent to the 
termination of the particular contract involved, if in the interim 
em the borrower has met with financial difficulties or even may no 
onger be in existence. I am here before you gentlemen today to point 
out this very serious problem confronting corporations or individual 
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entrepreneurs today who may be engaged in Government contracts 
and who need financial assistance. Ty s 

Governmental departments are aware of this situation and are pur- 
suing remedies along two lines: 

1. It is being met partially by an amendment to the guaranty agree- 
ment between the loaning banks and the Federal Reserve that losses 
will include any amounts which may have been applied by the bank 
on the loan, but are later recovered by the Government under the 
Comptroller’s ruling, on account of a claim against the borrower. 
This would mean the Federal Reserve and the lending bank would 
be sharing the losses to the extent of the percentage of guaranty. The 
bank would still be unprotected on the unguaranteed portion of the 
loan. 

2. Complete remedy by way of legislation and an amendment to 
the Assignment of Claims Act, which is now pending (S. 998). 

The Government will not recognize any assignment of moneys due 
or to grow due unless advised of such assignment in writing. ere- 
fore, all lending banks must notify the governmental departments of 
any contracts or receivables assigned in order to be protected. 

The Renegotiation Act of 1951 (Public Law 9, H. R. 1724) has to 
some degree clarified the situation as far as subcontracts are con- 
cerned. This act provides briefly as follows: 

1. That the terms “renegotiate” and “renegotiation” include a de- 
termination by agreement or order under this title of the amount of 
any excess profits. 

2. That excessive profits means the portion of the profits derived 
from contracts with the departments and subcontracts which is deter- 
mined in accordance with this title to be excessive. 

3. That all contracts must contain a clause agreeing to elimination 
of excessive profits through renegotiation. 

4. Sureties: The surety under a contract or subcontract shall not 
be liable for the repayment of any excessive profits thereon. 

5. Assignees: Nothing herein contained shall be construed (a) to 
authorize any department or agency of the Government, except to the 
extent provided in the Assignment of Claims Act of 1940, as now or 
hereafter amended, to withhold from any assignee referred to in said 
act, any moneys due or to become due, or to recover any moneys paid, 
to such assignee under any contract with any department or agency, 
where such moneys have been assigned pursuant to such act or (b) to 
authorize any department or agency of the Government to direct the 
withholding pursuant to this act, or to recover pursuant to this act, 
from any bank, trust company, or other financing institution, which 
is an assignee under any subcontract, any moneys due or to become 
due or paid to any such assignee under such subcontract. 

The above seems to indicate that lending banks have clearance as 
far as recovery is concerned when loaning against subcontracts. It 
does not appear to clear up the contingent liability for lending banks 
when loans are made against prime contracts. e Assignment of 
Claims Act of 1940 is still effective pertaining to prime contracts. 

It is essential from the lending banks’ point of view to amend the 
Assignment of Claims Act of 1940 to provide that lending institutions 
are not liable for any claims arising out of renegotiation, income taxes, 
or unpaid social-security contributions. We, therefore, suggest to 
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the honorable Congressmen that they act with all dispatch to approve 
and pass S. 998. , 

Mr. Muurer. Mr. O’Donnell has just handed me a copy of the pend- 

ing bill in the House, which is H.R. 2947, introduced by Mr. Celler. 
. Brasster. That is fine. 

Mr. Mutrer. I think, because he happens to be chairman of the 
Committee on the Judiciary, somebody assumed he could only intro- 
duce a bill that goes to the Judiciary Committee, and that is where it 
was referred. at may hold up action in the House, because I believe 
the bill properly belongs before the House Banking and Currency 
Committee. Anyway, whatever committee has it, I am sure the House 
Small Business Committee will do what it can to further the enact- 
ment of this legislation. 

Mr. Brasster. That is fine, because that is one of the problems that 
we are faced with under the Defense Act today. If that can be speedily 
arranged, so much the better. 

That is all I have to say. 

Mr. Damas. I would like to inform the witness of the fact that 
our chairman is a very important member of the Banking and Cur- 
rency Committee of the House. 

Mr. Brasster. That is fine. 

Mr. Darmas. In addition to that, we are fortunate to have three 
other members of the Banking and Currency Committee on our 
committee. 

Mr. Brasster. Very good. 

Mr. Muurer. Mr. O'Donnell, can you let this go? 

Mr. O’Donnewt. That is the only one I have. 

Mr. Mutrer. Suppose you take this one, sir, and I suggest you 
fortify the positions of the sponsors of the bills in both Houses by 
sending a communication to each of them 

Mr. Fhe sany I think that would be a good idea; yes. 

Mr. Motrer. Telling them that you are in support of their bills. 

Mr. Brasster. Thank you very much. 

Mr. Mutrer. Thank you, Mr. Brassler. 

Just a second. Mr. Brassler, before you leave, I am going to ask 
Mr. O'Donnell, if you will, to please explain the amendment which 
I — is being recommended by the RFC with reference to this very 
problem. 

Mr. O’Donnett. We recognize that the problem does exist; but, of 
course, it takes a little while for legislation to go through. I think 
everyone is fully familiar with that. 

So, in an effort to relieve the problem immediately it has been sug- 

ested that the President issue an Executive order to permit the 

FC to make loans against assignable contracts or to make com- 
mitments for loans. 

Of course, if the President signs it, it can be in effect tomorrow, 
whereas legislation usually takes a little while to go through. That 
has been recommended favorably by the Department of Defense, and 
I think it is in the Bureau of the Budget at this time. 

Congressman Patman, the very able chairman of the House Small 
Business Committee, has written a strong letter of recommendation 
to Mr. Lawton, of the Bureau of the Budget, in an effort to speedily 
rectify the situation. However, maybe I am anticipating a question. 
Mr. Brasster. No, no. I have something else in my mind that I 
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want to bring out, if I have one more minute. There is some question 
in the minds of the Federal Reserve Board men, and the RFC men 
at the moment, from my contact with both agencies, as to the ability of 
RFC to finance V loans at this time. 

Mr. O’Donnetx. There should not be any such confusion, because 
under the Defense Production Act the RFC is a public financial in- 
stitution. The V loan privileges extend to private and public in- 
stitutions. 

Mr. Brasster. The Federal Reserve is not of that opinion, appar- 
ently, nor is the local New York City office of the RFC inclined to be- 
lieve that. I have been in contact with both of them. 

Mr. O’Donnewt. How recently have you talked with them / 

Mr. Brassier. Within the last 2 weeks. 

Mr. O’Donne.t. I just received specific instructions on the subject. 
I talked with our agency men yesterday on the point, and I think 
in the last 10 days they received specific instructions, and I can teil 
you flatly that RFC is making such loans. 

Mr. Brassuer. That is fine, because I know some local companies 
are in need of that service at this juncture. If that is the case, that 
is good news, because until 2 weeks ago that was not the case. 

Mr. O’Donnevi. There may be some confusion with respect to 
RFC making such guaranteed loan. There is a direct arrangement 
between the RFC and small business. 

Mr. Brassuer. I realize that. 

Mr. Mourer. Mr. Mathieson. 


STATEMENT OF KARL MATHIESON, PRESIDENT, FEDERAL 
SEABOARD TERRA COTTA CO., PERTH AMBOY, N. J. 


Mr. Muvrer. Will you give the reporter your full name and ad- 
dress, Mr. Mathieson ¢ 

Mr. Marureson. Karl Mathieson, president of the Federal Sea- 
board Terra Cotta Co., of Perth Arboy, N. J. 

Congressman, ours is a very difficult proposition, and one that we 
realize is difficult, but it applies to so many companies that I have 
been down to see the Senate Small Business Committee, and also Sen- 
ator Hendrickson and various others in Washington. 

We manufacture essentially terra cotta for fronts of buildings. It 
is a nonpriority, nonessential material, and with the stoppage of the 
construction industry, our plant will, within the period of 7 or 8 
months, be thrown out of work, unless the industry is relieved to some 
extent. We notice some NPA orders are being issued and some build- 
ings released. Just how far that will carry on, of course no one knows 
at this date. 

It is a hard thing for us to find some other material to substitute 
for terra cotta. It seems more difficult in this period than it was in 
the First World War and in the Second World War. In the First 
World War we made dummy drop bombs, but that was when the 
plants were not so precision-minded and were not in the Second World 
War. In the Second World War there was a great deal of shortage. 
The contractors came to us and gave us the work. For instance, we 
made grease traps in ceramics for Army camps; we made shower stalls. 
They are very versatile, of necessity, in our plant. 
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We took it up with the people who came to us in the war. There is 
no shortage yet; no work to give out. In fact, they are still making 
cast-iron grease traps, and things like that. 

We have machinery of all types. We have 165 men who are not 
adaptable to go out into the other fields and convert to other types of 
work. They have been with us 25, 35, and 40 years, some of them. 
And yet we know their possibilities and know if we can get a certain 
type of work, we can convert them, and we know what the: “vy can do. 

We have, as I say, no subcontract work as yet. We do not know 
where to turn, and no one knows just what we can do about it. 

As to our plant facilities, we have at Perth Amboy 148,000 square 
feet of space available. We have high ceilings; we have machinery 
of all types. I would like to leave with the committee a summary of 
our plant conditions there. 

We also have a plant at South Amboy, N. J. In the last war it was 
filled up in all the available space, and in this war there is not even 
any call for it yet—I mean in this defense period. So it is neither 
fish nor fow] for us, and we, frankly, are worried about our company 
and about our 165 employees. 

Mr. Muurer. Mr. Mathieson, what Government agencies, if any, 
have you approached ¢ 

Mr. Maruteson. I have approached various agencies, the Army au- 
thorities in Washington, and I lobbied around New York. I have been 
referred to certain plants, to see if they have work to sublet. We can 
do assembly work; we have ceramic engineers, draftsmen, and main- 
tenance people; we have a machine shop. But we cannot do precision 
work. The work we have been asked to look into is heavy work, and 
we are not suited for that. It is a small business. 

Mr. Meurer. Captain Randolph, do you have any suggestions? Do 
you think you might talk to this gentleman and lead him to the right 
places ¢ 

Captain Ranpoirn. I would like to ask, Mr. Mathieson, when you 
said you had contacted the Army in Washington, just which agency 
did you contact ? 

Mr. Maruteson. I saw Mr. Mazey and he referred me to the pro- 
curement authorities. They were very helpful, and so was the Senate 
Small Business Committee, but it is very difficult for anyone, including 
ourselves, to say we can do anything; say we can do that. We have 
to experiment with anything that comes up. 

Mr. Damas. Mr. Chairman. 

Mr. Muurer. Yes, Mr. Dalmas. 

Mr. Damas. Have you contacted the Army engineers who do most 
of the construction for the Army ? 

Mr. Marutrson. Yes. Their type of work is temporary work which 
does not require either masonry materials or materials of our type. 
They are putting buildings up in a hurry, using concrete to a great 
extent, or wood. 

Mr. Daumas. Mr. Chairman, I understand the construction pro- 
gram of the armed services for camps and similar facilities is 
scheduled for about $5,000,000,000. That is $5,000,000,000 within the 
next fiscal year. It seems to me out of that surely they would find 
use for terra cotta and other work. 

Mr. Mvuurer. Do vou have any comments on that, Captain 


Randolph ? 
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Captain Ranvotrn. I would like to ask, have you ever seen the 
district engineer at 80 Lafayette Street? He is the man that can 
lead you to prime contractors. 

Mr. Maruieson. I have written them and they have my letter on 
file. 

Captain Ranvoten. Have they acknowledged the letter? 

Mr. Maruteson. Yes. 

Captain Ranpvotpn. You tell them what you can do. I would 
suggest that you promptly register with them. 

Mr. Marureson. Have you anyone in mind that we can apply to? 

Captain Ranpoten. I will give you the names of the officers over 
there. I would also like to know if you registered yourself with the 
Bureau of Yards and Docks of the Navy ¢ 

Mr. Marureson. Yes. 

Captain Ranpotes. In Washington ¢ 

Mr. Maruieson. In Washington. 

Captain Ranpoten. How about the Third Naval District at 90 
Church Street, New York? 

Mr. Maruteson. I have circularized every office in the country. 

Captain Ranpotru. That is Colonel Ketchum at 80 Lafayette 
Street. 

If you would write to us, sir, at the Munitions Board, Office of 
Small Business, room 3D-760, Pentagon Building, we will gladly 
try to guide you to the procurement agencies who are interested in 
the work you can possibly do. 

Mr. Muurer. Should he not also be registered with the procure- 
ment office in New York? 

Mr. Maruteson. I am registered there. 

Mr. Mvuurer. How about the Air Force? 

Mr. Maruteson. I am registered with them, too. We have cir- 
cularized these various agencies and we are now going around to see 
them personally. We go over these chamber of commerce reports. 

Mr. Moutrer. Don’t overlook the office at 67 Broad Street—the 
office of the Air Force. They have facilities set up there to put you 
in touch with the contractors who have prime contracts, if you can 
fit into any of the work they are doing. 

Mr. Maruteson. Yes, sir. A great many clients have this same 
problem. It seems to be a shame to have both men and space avail- 
able and not use them. 

Mr. Moutrer. I think it is merely a problem of getting in contact 
with the right people. Once they know your facilities you will be 
called to participate in this defense effort. After you have tried 
further and you run into difficulty, if you drop us a note in the House 
Small Business Committee, House Office Building, and tell us what 
trouble you are running into, we will be glad to help you further. 

Mr. Maruieson. We will be glad to purchase any type of machinery 
to get going again in this work. 

Mr. Muurer. Thank you, Mr. Mathieson. I will ask the reporter 
to mark as exhibit A the description of the plant facilities that Mr. 
Mathieson referred to. 

(The description of plant facilities at Perth Amboy and- South 
Amboy, N. J., is as follows :) 
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PLANT, PERTH AMBOY, N. J. 


This plant is located at Hall Avenue, Perth Amboy, N. J. It consists of 7 
acres of level ground, approximately three-quarters of which is occupied by 
factory buildings, floor space of which totals approximately 148,230 square feet. 
The buildings are all in good condition with concrete floors through practically 
the entire plant. It has spacious executive offices and drafting office with 
excellent lighting. 

SHIPPING FACILITIES 


It has railroad sidings of the Lehigh Valley Railroad—3 spurs with total car 
capacity of approximately 10 cars. Also has four truck-loading platforms. 
The plant is equipped throughout with modern Grinnel automatic sprinkler 
system. 
POWER EQUIPMENT 


Two boilers ranging from 90 to 200 horsepower; three 200-kilovolt-ampere 
transformers sufficient for 1,000 connected load horsepower, and wired for 
110-22)-volt, three phase, six-cycle for heavy machinery and allowance for 
expansion. 

All other conveying and power equipment in the plant is fully described in 
the attached itemized list. 

The plant receives its water supply from the city of Perth Amboy Water 
Department, quantity unlimited. 

The labor market is good. 

FIRE PROTECTION 


City of Perth Amboy fire signal boxes Nos. 212 and 432; two hose houses with 
full equipment; hand extinguishers; Grinnel automatic sprinkler system; 
centrifugal fire booster pump, full automatic powered with 40 horsepower 
motor, adequate to maintain pressure in sprinkler fire main regardless of 
pressure at intake. 

KILNS 


Eleven periodic muffle kilns, capacity 610 tons, fuel-oil-burning equipped. 

Four fuel oil storage tanks, capacity 80,000 gallons. 

One Pereco electric kiln, model SM-—7800, for operation up to 2700° F. Maxi- 
mum working area 18 by 24 by 18 inches. Power rating: 34.5 kilowatts, 220 volts, 
60 cycles, 3 phase. 

MACHINERY AND EQUIPMENT 


A. Completely equipped machine shop with tools and power equipment: 
1 lathe, Rockford 12-inch head 
1 planer, J. W. Wheeler, 12-foot bed 
1 shaper, Lodge & Davis 
1 miller, Osterlein 20 by 7 by 7 
1 drill press, Silver 
1 drill press, Barnes 
1 cold steel saw, Higley 
1 pipe threader to 4 inches, Oster 
1 power back saw 
1 portable welding outfit, Herco 
6 power jig saws, woodworking 
1 swing saw 
1 blacksmith forge with tools 

B. Other machinery and equipment: 
8 electric-driven air compressors, 40 pounds 
1 7-foot American wet pan grinder 
1 7-foot American dry pan grinder 
1 10-foot American pug mill 
1 vertical pug mill 
1 receiving, grinding, and conveying clay disintegrator 
2 International auger extrusion machines, with dies, bridges, tables, etc. 
1 Bonnet deairing extrusion machine driven by 50-horsepower motor 
Industrial cars and trackage 
Hand barrows; skid platforms 
1 6,000-pound Townmotor fork lift truck, excellent condition, gasoline driven 
1 Yale & Towne transformer, electric platform truck, 6,000 pounds capacity 
1 Yale & Towne transformer combination fork platform truck, 6,000 pounds 

capacity 
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MACHINERY AND EQUIPMENT 


2 Baker electric platform trucks, capacity 6,000 pounds, each powered with 
Kdison 24—AS8 battery 

2 automatic electric platform trucks, 6,000 pounds capacity 

1 Ford truck, capacity 24% tons, 8-cylinder 

1 Ford truck, capacity 14% tons, 4-cylinder 

3 motor-driven belt sanders 

1-3 booth completely automatic spray machine, Sweitzer Equipment Co., com- 
plete with continuous dust hoods, spray nozzles, etc. 

6 Beasly disk abrasive hand grinding machines 

1 Badger disk abrasive hand grinder 

1 automatic grinder, 4 wheels 

2 Wagner automatic cut-off machines, heavy duty 

1 DeWalt cut-off machine 

1 Sterling cut-off machine complete with Diamond blades 

1 Gardner Machine Co. automatic disk abrasive end and side grinder 

Complete compressed air spraying equipment, steam dryers, overhead drying fans 
in pressing shop 

Clay storage bins, equipped with necessary conveyors and hot air (steam) dry- 
ing equipment 


MOTORS 


Power purchased of Public Service Electric & Gas Co. 


100 horsepower, 2 71% horsenower, 1 
60 horsepower, 1 5 horsepower, 5 
50 horsepower, 1 3 horsepower, 17 
40 horsepower, 1 2 horsepower, 5 
25 horsepower, 6 1% horsepower, 1 
20 horsepower, 6 1 horsepower, 1 
15 horsepower, 6 4 horsepower, 2 
10 horsepower, 5 1, horsepower, 5 


1 storage-battery charger 
I hydraulic press 30 by 24 inch bed, 15 inch stroke, 300 tons per square inch 
2 Coatesvillewater tube boilers, 350 horsepower, oil-fired 
Situated Hall Avenue and Catherine Street, Perth Amboy, N. J., known as 2 
Catherine Street. 
BUILDINGS 


Building No. 1: Office and modeling (2-story and attic, bricks) : Square feet 
ee ek S Bf Ee i se ee: a 7,714 
Ee oe a Ok OF i a a 7,714 

Building No. 2: Engine and boiler house (2-story brick) ~.-.--.---_---- 8, 615 
Gombedte Goer TS Gat Gir meee bck ewan Sabon 2, 666 

Building No. 3: Mill building (1-story brick; concrete floor 62 by 102 
feet )_ a SS ENOTES Se mee 6, 329 


Building No. BA: “Clay shed (1-story frame, earthen floor 48 by 100 


feet ) - ~ wdinesennalte ttiand tntemaiiltiinieptatenieesetana a aiaanae wide aan 4, 825 
suilding: No. 4: Pressing and plaster building (2-story brick; conc rete 
floors) : 
Pizet. story TB. be. 366 Baie cetcinecibtia nine candace ttelen 11, 232 
ee ae a re et 11, 232 
Building No. 4A: Pressing shop (1-story brick; concrete floor (1) 100 
by 101 feet, (2) 100 by 130 feet, (3) 70 by 100 feet, (4) 100 by 101 
feet) om Bo cee aitclowinscipichete Goeetiee ein ee EE 40, 100 
Building No. 6: Spray (1- and 2-story brick and tile, 84 by 144 feet)__._. 12,180 
Building No. 7: Fitting building (1-story brick and tile, part concrete 
floors, 36 by 101 OE ERS lL AN Sl ME ae! ML A Et 3, 586 
Building No. 8: Fitting shed (1- -story frame, concrete floor, 1 side open, 
75 by 227 feet PRR tata Oke aS oe eA eae Coe Be A ah 17, 025 
Loading shed (1-story frame over loading sump, concrete floor 32 
Sy Se EE eennvnenddaictiasntnciiieastlicmarnunmnciaiemadene 1, O87 
Building No. 20: Grinder building (1-story frame, part wood floor, 40~ 
by 80 feet)— pad SEES Re SR sane aah ke ER emg 


Building No. 24: Laboratory building (1- story frame, concrete floor, 
completely equipped, ceramic laboratory, 35 by 72 feet) ...--_-_--_- 2,511 
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BUILDINGsS—continued 
Square feet 


Building No. 26: Dry cenit: building (1-story frame, concrete floor, 


4 alec Retna ag BS tt Ete ABIES ENCE IER A SMM RG 1, 800 
Building No. 27: Garage (1 3- stall garage, 1- -story tile, concrete floor, 

NII I a crsche sce aaah enaeh ea ee wtatak ak oinctnintinodonnia a ees 503 
Building No. 28: Gate house ‘(1- story Endura Ashlar, conc rete floor, 10 

| Eee cee AR ms Seanad retire SAE aN 200 


Building No. 29: Fitting, shipping, receiving, and storage building (1- 
story steel frame, masonry construction, concrete floor, Careystone 
roof, 60 by 150 feet, with loading deck sufficient to handle 4 trucks at 


Lm AREER EERIE Scat el A RE Sa Se ES SES 9, 000 
_ ae Pa Se RL a SS ES SC iactecaliiesieln 148, 230 


FEDERAL Seasnoarp Terra Corra Corp. PLANT, SoutH Amboy, N. J. 


This plant consists of approximately 6 acres of level ground, approximately 
three-quarters of which is occupied by factory buildings, floor space of which 
totals approximately 83,000 square feet. Buildings generally are one-story struc- 
tures with heavy concrete floors, 

The executive portion consists of offices and drafting rooms in the two-story 
building. 


SHIPPING FACILITIES 


New York & Long Branch siding, good condition, four-car capacity. 
Raritan River Railroad siding on trestle, three-car capacity, fair condition. 


POWER EQUIPMENT 


1 Heine tubular boiler, 250 horsepower 

1 scotch marine boiler, 80 horsepower 

1 Corliss steam engine, 125 horsepower 

1 booster steam engine, 15 horsepower 

1 Lebanon fire-tube boiler, 125 horsepower, high pressure 


Plant site is approximately 544 acres. 


BUILDINGS 
Building A: 


Pressing and grinding building, 1-story conduit, concrete floor: Square feet 
ae ea oe eee se ee 8, 340 
ea fe fe ne b ENS Ee eee a ee oe 9, GOO 
eS Bp fs BR RE eee Se chilean 9, 360 


Building B: 
Plaster shop, dryers and spray shop, 1-story conduit, concrete floor : 


Sec. 2, 38 by 85 feet.._...... Suianhenpaianatoneieiaee ES Rees a 3, 154 
Re DR RR a Eee i ae ene 1,748 
ee a ee Oe Ge POE citi atiededeebege nce ence nee nnnsiemnns 3,910 
oe RE RRR el ee se eeeee eaeee eae eee 1, 242 
Gen; Ob. BS Dal Rae Gti edkednc cn npidcdeddtndinmibhchincinstenie 4, 218 
es ee ee OS Be ee a. daw ckn did itaitddsduntwaités Sear 


Building C: 
Office, drafting room, carpenter shop, laboratory, 2-story brick; 
ee floors, first story ; wood floors, second story: 
a a ee a 825 
OE SA Be RR ee aerated om —— ae 
Building D: 
Office and store room, part 1- and 2-story brick; concrete floors; first 
story; wood floors, second story: 
BE 8 eR See ne re eet See ee ee 8, 060 
et Ee Oe Te Dein dhastt emt mindcampanponamenee 925 
ee Re I 5 EE Ss SER Pee 728 





1438 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


BUILDINGS—continued 


Square feet 
Building F; Fitting department, 1-story frame, concrete floor, 88 by 


196 feet 
Building P: 
Boiler room, engine room, mill room, clay storage, blacksmithy, 
extrusion room, 1-story frame, concrete floors: 
ee | gs f —— Htaeciedlytaireneaie sercihesieicnbninithtielihlssasapsiiieiitanmedianane 
Sec. 2, 36 by 81 feet 
Sec. 3, 36 by 69 feet 
Sec. 4, 32 by 141 feet 
Building N: Hay storage, 1-story frame, earth floor, 14 by 18 feet 
Miscellaneous buildings, L Sagger shed, poor condition, 34 by 108 feet 


» ae ss dieweidbintenpetecebendiaitaibencaietiiamadiacssatedienaaaedtiiehectaaeeieamdoeadics 82, 879 


FIRE PROTECTION 


City of South Amboy signal box No. 41 and hydrant, four hydrants and hose 
interspread through factory, fire pails in all buildings, hand extinguishers. 


MACHINERY 


1 Heine tubular hand-feed boiler, 250 horsepower, fair condition 
1 Scotch marine tubular hand-feed boiler, 80 horsepower 
1 Hamilton-Corliss steam engine, 125 horsepower 
1 Booster steam engine, 15 horsepower 

1 9-inch Raymond dry pan grinder 

1 pug mill mixer 

1 sugar machine 

Conveying, screening and mixing equipment 

10 single-track steam dryers 

7 single track hot-air dryers 

Industrial cars and trackage 

Euqipped laboratory 

Hand barrows, skid platforms 

50-horsepower motor 

20-horsepower motor 

15-horsepower motor 

10-horsepower motor 

7\%4-horsepower motor 

5-horsepower motor 

3-horsepower generator 

4-horsepower motor 

2-horsepower motor 

114-horsepower motor 

1-horsepower motor 

114-horsepower motor 


ee eee oe a ee 


KILNS 


9 periodic muffle kilns, oval-fired, capacity 459 tons 
RAILROAD FACILITIES 


N. ¥. & L. V. R. R. siding, good condition, 1 4-car capacity 
1 50-percent equity Raritan River R. R. siding and trestle, 3-car capacity, poor 


condition 


Mr. Murer. Mr. Meyer Scharff. 


STATEMENT OF MEYER SCHARFF, APPAREL MANUFACTURER, 
NEW BRUNSWICK, N. J. 


Mr. Mutrer. Will you give the reporter your full name and ad- 
dress, please ¢ 3 

Mr. Scuarrr. Meyer Scharff, 19 Hale Street, New Brunswick, 
N. J. Iam in the ladies’ garment business, and I am well acquainted 
with most of the people in the apparel trades in Middlesex County. 
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I don’t know whether the problem of the apparel people is the 
same as anyone else’s. The bulk of the apparel business 1s done in 
contract factories. There are about 9,000 or 10,000 employees involved, 
of which about 90 percent are working for contractors. These people 
are really small-business people, where the average factory might be 
between 20 and 200 employees. Generally speaking, they have no 
sales force of their own; they have no piece-goods position in the mar- 
ket, never having been forced to buy any, and they have very little 
credit. If they have 20 or 25 people to carry on their payrolls for 
a few months, that is enough. They do not know how to go about 
getting a contract, and in the first place, they. can’t get the credit 
rating in order to carry the contract. There are many times when an 
individual takes the initiative to try and find out how the contract 
can be obtained, but when he has to go out and buy cloth, he 
isn’t in a position to buy the cloth. Then again, he can’t show a credit 
statement, because he hasn’t had any dealings with the bank actually, 
his dealings have been mostly with his employees, and he hasn’t had 
to use a credit rating at any time. 

Mr. Mourer. What kind of apparel are you talking about? Ladies’ 
garments ¢ 

Ladies’ and men’s apparel. 

Mr. Mutrer. Both? 

Mr. Scuarrr. Both. 

I know they would like to get into defense work, but they have no 
way of knowing what they can make, or whether they can carry the 
contract after they undertake to make it. 

I would like to bring out one point in that respect. I visited I think 
it was the joint procurement agency on East Sixteenth Street, New 
York. They have had a contract available for Wave uniforms out of 
cotton seersucker. The contract was supposed to be opened on a cer- 
tain date. No one there knew who made the cloth that would meet 
the Government specifications. After calling about four or five mills 
and being shunted from one to another, we found the mill that was 
making the cloth that was acceptable. The price on the cloth would 
not be known until about 2 or 3 days before the contract bid was sup- 
= to be in, and the mill specified that the cloth on that contract 
iad to be on an all or none basis. Consequently, anybody who wanted 
to take any share of that contract was immediately ruled out. In- 
volved in that case was the question of carrying a quarter of a million 
yards of cloth, which the average small man certainly cannot carry. 
One thing about it, the cloth would not be delivered until 45 days after 
the contract had run. In other words, the contract had to be accepted 
within 30 days, some time about December, and the cloth would not be 
ready until some time around the 10th of January. 

Mr. Mutrer. What was the delivery date specified in the specifi- 
cations ¢ 

Mr. Scuarrr. In the cloth? 

Mr. Mvtrer. In the finished garment. 

Mr. Scuarrr. Ninety days. The whole contract has to be completed 
in 90 days. 

Mr. Mutter. How long would it take to do the job, from the date 
you got the cloth until the date you made the delivery ? 
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Mr. Scuarrr. It would depend on how many garments you wanted 
to take yourself. There were 50,000 garments Pei bought. With 
all due respect to this gentleman, I have to add I did write a letter 
stating the case, and the day before the bids were to be opened the bids 
were withdrawn. I think since then the Navy has been buying the 
cloth. But that is not true on all contracts. There are still a lot of 
contracts where the cloth must be purchased by the contractor. 

There is one question in my mind, and that is what is the RFC doing 
for these men who have very little credit standing but who are reliable 
contractors? They have been in business from 20 to 25 years. They 
do employ a lot of people. Their biggest problem is in the handling 
and purchasing of the materials. They do the work for the manu- 
facturers. They are the people who have got the labor to furnish the 
material with. 

Mr. Muurer. Mr. Scharff, you must understand that the RFC, in 
fact no Government agency can do anything until somebody comes 
in with a precise problem. If you go in to RFC and say, “I represent 
my company and we have this and that problem. Can you help me 
with a loan?” Then they can give you an answer. You can’t go and 
say, “Look, we want to bid on this Government contract. How much 
financing will you let us have? It can’t be done that way. 

Mr. Scuarrr. The thing is a lot of contractors are ruled out because 
they haven’t got the finances, and they don’t know how to go about 
getting the finances. 

Mr. Muurer. If they discuss their specific problem with RFC, RFC 
may be able to help them. 

As a matter of fact—the banks do not like this—in some cases they 
do not need any loans from the banks or from the RFC, because the 
law provides that you can get advances from the government on new 
contracts to help you carry them, provided you can do the job. That 
is right in the law, and you can go right to the procurement agency who 
gives you the contract. 

I don’t know, but it seems to me, Mr. Scharff, that what you may be 
doing is trying to change the traditional pattern of your industry. As 
I understand it, for years now the manufacture of most garments has 
been parceled out. For instance, if it is men’s clothing, the owner of 
the plant, or the so-called manufacturer, will do nothing more than 
to cut the garments. 

Mr. Scuarrr. He usually buys the piece goods. 

Mr. Mutter. He will send the coat to one man who makes the coats 
and he will send the trousers to the man who makes the trousers, and 
then they come back to his place for the finishing, and then he ships 
them out. 

Mr. Scuarrr. That is right. 

Mr. Muurer. What you are suggesting now, I think, is that these 
men who have been making trousers, or the men making the coats, 
now go in and get the prime contract for the whole business. I don’t 
think they will qualify. 

< Scuarrr. Excuse, that is my point. Why should not they 
qualify / 

Mr. Muurer. Would you ask a coat maker to make your trousers 
or would you ask the trouser manufacturer to make your coats? 

Mr. Scuarrr. No; but the trouser maker can make the trousers 
for the Government and the coat maker can make the coats for the 
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Government. My point is, on most of these clothing contracts there 
is not so much room for subcontracting. 

Mr. Mutter. I don’t think you are right, although I may be wrong. 
What has been your experience, Captain Randolph ¢ 

Captain Ranpotrn. I would like to find out what percentage of 
such subcontracting is from the quartermaster. Will you be here all 
day! 

Mr. Scuarrr. Yes. 

Captain Ranpouen. That is fine. We will find out during the 
recess. We will find out what it is. I hesitate to say now. 

Mr. Scuarrr. The few invitations I received definitely stated that 
the merchandise must be made in our own plant, and if you are going 
to make it anywhere else I think you might so state before you ever 
get the contract, which is very hard work to do. 

Mr. Mutter. After all, you must give the Government an opport- 
unity to inspect these plants. 

Mr. Scuarrr. That 1s right. 

Mr. Murer. If the Government is in the position where they want 
only union-made garments and you do not indicate to them where 
you subcontract, and you send part of it out to a nonunion shop, you 
can understand what is going to happen to the Government agency 
which released the contract. You must make that information avail- 
able, no matter what the industry is There is no prohibition against 
subcontracting, but you must advise the procurement office that you 
are going to subcontract and whom you are going to use. You may 
name half a dozen people that you are going to use and may only 
use one of them, but you must give the Government an opportunity to 
inspect the shops and determine whether they are the kind of shops 
that can do Government work. 

Mr. Scuarrr. I agree with you on that point. In that connection, 
the type of enterprise that would qualify for it would be the manu- 
facturer. The man in the men’s clothing or women’s clothing divi- 
sion who buys the cloth gets it. He sends it out to a coat maker or 
a dressmaker and gets it back and sends it to the stores, probably 
after he does a little trimming. Ninety percent of the people in this 
area are people who cut, make and trim. They have nothing to do 
with buying cloth. They don’t know where the cloth is bought. The 
average manufacturer of ladies’ garments isn’t interested in Govern- 
ment contracts, perhaps, because he knows he doesn’t know where he is 
going to have it made before he gets it. He has to depend on each indi- 
vidual shop in the area and he doesn’t know whether they will make it 
for him or not. 

Mr. Mutter. Certainly, as to the clothing items, where the Govern- 
ment is buying the goods, you may be able to qualify. There is cer- 
tainly no objection to your going in and offering your facilities to the 
Government, and either bidding or sitting down and negotiating with 
them, if you can do the job. If a man who has been making trousers 
is going to go in and bid for the entire suit, trousers and jacket, and 
then try to put in the facilities in order to make the jacket, he is going 
to put the jacket manufacturer out of business, while he is buying new 
facilities to set up in his organization. That is not fair to the man 
who is now in business. 

86267—51—pt. 2-—16 
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Mr. Scuarrr. There is no question about that. The only problem 
that most of them have, there are contractors who make nothing but 
sportswear items, there are contractors who make nothing but dresses, 
there are contractors who make nothing but trousers, and they have no 
selling organization, and consequently there is no way they can con- 
tact the Government, to find out what they can make for the Gov- 
ernment or how they can make it. I don’t know whether it would be 
up to the Government to set up a purchasing organization. 

Mr. Mutrer. You know what would happen to us if we recom- 
mended the Government setting up a selling agency for private in- 
dustry. 

Mr. Scuarrr. A purchasing agency. 

Mr. Muurer. We have our procurement offices in the Government. 
The Government is no different than private industry. You have got 
to go out and sell the Government just as you would have to go out and 
sell private merchants, just as you would go out and sell to any retail 
store or department store. You have got to pound on their door and 
sell them the product. 

Mr. Scuarrr. The manufacturers know that, but the contractor has 
no way of getting it, he must hire a representative to do it. 

Mr. Mucrer. Don’t you think the contractor should continue to 
pound on the door of the manufacturer for his subcontracts rather than 
to go into a new sphere of his industry? 

Mr. Scuarrr. That is possible if there is any particular manufac- 
ture that he is interested in. 

Mr. Mu rer. I am not suggesting that anybody who is enterprising 
enough to do it should not go into any other industry. 

Mr. Scuarrr. In order to do it he must get financing, or else he 
can’t even begin. 

Mr. Mutrer. Your problem then is to present the specific problem 
to the local bank first ; and, if they turn you down, then go to the RFC, 
and if you have the contract, make an application for advance pay- 
ments to the procurement office. Idon’t know that you have exhausted 
the possibilities of getting contracts yourself by going to the various 
procurement agencies, but I think you can pursue this further with 
Captain Randolph and they may be able to be of further assistance 
to you and put you in line with the right people. 

Mr. Scuarrr. Thank you. 

Mr. Mvuurer. Thank you, Mr. Scharff. 

Mr. Mallon. 


STATEMENT OF WILLIAM L. MALLON, SECRETARY, NEW JERSEY 
AUTOMOTIVE TRADE ASSOCIATION, NEWARK, N. J. 


Mr. Matton. May I inject a personal remark? 

Mr. Murer. May we first have your full name and address for the 
record ¢ 

Mr. Marion. Yes. William L. Mallon, 16 Park Place, Newark, 
N. J. 

Mr. Mutter. Mr. Mallon, you may tell us anything that is on your 
mind. 

Mr. Marion. I would first like to inject a remark, sir, addressed to 
you. I would like to compliment you on your devotion to duty. 
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Mr. Muurer. Thank you, sir. 
Mr. Mation. You are one of the nine on this subcommittee that we 
certainly appreciate you being here. 

Mr. Motrer. Thank you, Mr. Mallon. 

Mr. Maxon. I have been for the past 38 years an enfranchised new- 
car dealer in Essex County, N. J. am appearing today as secretary 
of the New Jersey Automotive Trade Association, whose membership 
consists of about 1,000 members, representing practically all the new- 
car enfranchised dealers in our State. In the natural course of busi- 
ness, these same dealers will be called upon to handle used cars ranging 
in volume up to 150 percent of the new cars they sell. Necessarily, 
these dealers are vitally interested in all income groups requiring 
motor-vehicle transportation. 

The New Jersey Automotive Trade Association has functioned for 
over 30 years in the interests of automobile dealers of this State and 
the public they serve. Throughout these years it has been our policy 
to analyze and interpret all laws and regulations which in any way 
affect our members, and to distribute this information through regu- 
lar bulletin service to the end that our members will be fully cognizant 
of those rules and regulations that affect our industry. In order to 
successfully carry out this policy, it is desirable that we be given an 
opportunity to work in close cooperation with representatives of gov- 
ernmental agencies. Therefore, those appointed by Government to 
administer the law and such regulations as may be promulgated for 
our industry should be familiar with the customs and accepted pro- 
cedures of our business. We appreciate that such personnel may not 
always be available to Government; so, it is all the more important 
that those administering the law take full advantage of the knowledge, 
experience, and ready help that would be given by carefully selected 
advisory committees comprised of dealers fully conversant with the 
workers of the automobile industry. 

Such is the intent of section 709 of the Defense Production Act of 

1950: 
* * * any rule, regulation, or order, or amendment thereto, issued under au- 
thority of this Act shall be accompanied by a statement that in the formulation 
thereof there has been consultation with industry representatives, including 
trade-association representatives, and that consideration has been given to their 
recommendations, or that special circumstances have rendered such consulta- 
tion impracticable or contrary to the interest of the national defense, but no 
such rule, regulation, or order shall be invalid by reason of any subsequent find- 
ing by judicial or other authority that such a statement is inaccurate. 

Under the guise of “emergency” the Office of Price Stabilization 
issued regulations pertaining to the automotive industry, and in no 
instance have they held any consultation with representatives of our 
industry prior to the promulgation of the order. Consequently, regu- 
lations containing provisions of a highly conflicting nature have been 
promulgated for our industry, and we are placed in the position of 
not having a clear understanding of just what we are expected to com- 
ply with. We call the committee’s attention to the fact that, while 
the Office of Price Stabilization has been in operation for many months, 
up to the present time no advisory committee has been appointed for 
the Automotive Branch, and such regulations as have been issued per- 
taining to our business have contained provisions that are not only 
impractical but impossible to carry out. This is unquestionably due 
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to lack of definite knowledge of our business on the part of those 
compiling the regulations. 

Dealers are further handicapped in carrying out regulations issued 
by the Office of Price Stabilization insofar as they cannot obtain from 
headquarters in Washington interpretations and answers to questions 
that arise in the everyday conduct of our business. The Office of Price 
Stabilization takes the position that they will only answer questions 
that are propounded directly to them by individual dealers. 

If the automobile trade associations throughout the country sug- 
gest to their members that they should follow such procedure, the 
Office of Price Stabilization, both national and at district level, would 
be swamped with queries. There would be great duplication of effort 
all along the line. We urge that the House Small Business Committee 
do its utmost to prevail upon the Office of Price Stabilization to 
promptly appoint an advisory committee made up of experienced auto- 
mobile dealers for the Automotive Branch on a national level, and 
similar advisory committees to function at district level. Conferences 
with such committees prior to the promulgation of any regulation 
would help prevent the inclusion of provisions which have proven un- 
workable under present-day conditions—there will always be parts 
of any regulation that will be subject to questions on the part of those 
operating under it. These committees could help to answer those 
questions. 

Through our National Automobile Dealers Association we have 
endeavored to submit a list of questions patterned to help automobile 
dealers conduct their business under the regulation. If the Office of 
Price Stabilization would furnish our national association with these 
answers, our association in turn would distribute this information 
throughout our industry, country-wide, and unquestionably this would 
result in assistance to the Office of Price Stabilization and also to 
our entire automotive industry; and it would certainly mean a great 
saving to the taxpayer. 

Over the years, automobile dealers, as small-business men, have 
worked closely with the public, marketing and servicing a product 
which today has become highly essential. The success of any auto- 
mobile dealer operation depends upon the satisfactory service a dealer 
is able to give the motoring public. Any regulation that handicaps 
automobile dealers in the performance of this service creates not only 
hardship on the dealer but also on the majority of motor-vehicle users. 
This in turn affects the economy of the country, as most car users need 
their cars in the performance of necessary work in the defense program 
of the country. 

The imposition of regulation W last September, together with sub- 
sequent amendments creating more restrictive terms, has worked a 
definite hardship on both automotive dealers and on the public. It is 
true that all new cars produced since the time regulation W was pro- 
mulgated have been readily sold, but a breakdown of these deliveries 
will clearly disclose that the vast majority of these cars were delivered 
to those who were in a position to either pay cash or make a down 
payment far in excess of the required one-third down, and who at the 
time of purchase already had very satisfactory transportation. The 
stringent terms of regulation W prevents many millions of defense 
and civilian workers from purchasing essential transportation they 
so vitally need. 
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Again, regulation W has also slowed up the movement of used cars, 
which are so definitely a necessary cog in the wheel of our daily life. 

The situation outlined here is really worse today than during the 
period 1941-45. This is due to the fact that today we have prewar 
cars anywhere from 10 to 15 years old, and postwar cars all manu- 
factured since 1946. The period of no production created a shortage 
of much-needed passenger-car transportation, and it is natural that 
postwar cars have carried a fairly strong market value. But, again, 
movement of these cars is handicapped by the stringent terms of regu- 
lation W. 

All these conditions make it all the more necessary that terms under 
regulation W should be more liberal in order that the lower- and mid- 
dle-bracket purchasers have the opportunity of purchasing postwar 
used cars. We dealers are not worrying about delivering the new cars 
we receive from our factories, but we are greatly concer ned about our 
responsibility of placing both new and used cars in the hands of those 
who most need safe transportation to perform their part in the national 
economy program. 

In the last year or so there has developed a widespread rumor that 
automobile dealers as a whole have made fabulous profits. This is far 
from a fact. Dealers who pulled through the period of World War IT, 
1941-45, generally speaking, courageously invested large sums in the 
improvement of their establishments; installed up-to-the-minute 
equipment; increased personnel; all to the end that they could better 
serve the motoring public. It is obvious that the overhead expenses 
of dealers have increased, and these heavy expenses will continue, due 
to the fact that the investments that have been made in improvements 
must be amortized over a period of 10 or more years. 

In 1946 the National Automobile Dealers Association, with the 
assistance of the House Small Business Committee and our other 
friends in Congress, clearly demonstrated that the automobile dealers 
of the country required their historic dealer discount, of not less than 
24 percent, in order to properly function in a business that is as highly 
competitive as it is essential to our American way of life. 

In the years immediately prior to the war, Government statistics 
disclosed the fact that the : average net profit of automobile dealers was 
1.7 percent of sales. Today it is true, due to the highest production in 
history of passenger cars and trucks, together with improved methods 
of operation, that the ave rage de: ler has been able to increase his net 
profit. In 1947 dealer net profit averaged in the neighborhood of 6 
percent. This was gradually reduced due to increased overhead in 
1948 and 1949, and dealer net ‘profit in the year 1950 was approximately 
4 percent of sales. On this basis the automobile dealer places in thirty- 
eighth position of all retailers as to percentage of profit to volume of 
sales. This clearly discloses the vital necessity of maintaining the 
historic dealer discount that has again been reduced. 

The Office of Price Stabilization, in the haste of issuing regulations, 
did not give proper and full consideration to our industry as a whole. 
They gr anted the manufacturers of motor vehicles an increase of 31% 
percent. At the time such increase was made effective, March 2, 1951, 
the Office of Price Stabilization issued a regulation requiring the 
dealer to pass such increase on to the retail trade in the exact dollars 
and cents amount charged to the dealer by the manufacturer. This, 
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in effect, reduced the dealer discount. It is our contention that under 
the Defense Production Act of 1950 it was the intent of the Congress 
that the imposition of price control should not cause any change in 
customary discounts and prevailing customs that apply to a given 
industry. 

Today every loyal citizen must, and I believe does, stand ready to 
do his part in this great national emergency. We sincerely believe 
that the experience of our members during World War II will be 
valuable in eter to insure proper promulgation of sound rules and 
regulations if we are given the chance to serve in advisory capacity. 

The automobile dealers of the country are patriotic citizens, as was 
well demonstrated during World War II. They fulfilled a vital part 
in the national economy throughout that war, often under great han- 
dicap, but the fact remains that they did maintain essential transpor- 
tation which was so necessary to the success of the war effort. 

It is again not only our sincere desire but also our definite responsi- 
bility to do our utmost in the present national emergency. This can 
only be accomplished by complete cooperation on the part of the Con- 
gress, governmental agencies, and we in the automobile industry, all 
working as a unit. 

Thank you, gentlemen. 

Mr. Mutter. Thank you, Mr. Mallon. 

Mr. Mallon, what kind of car do you handle? 

Mr. Matton. I hate to answer that question, Mr. Chairman. That 
sounds almost like advertising. 

Mr. Mutter. I want to give you a free plug. 

Mr. Marion. That is what I am afraid of. I am here to repre- 
sent every make of car and truck that is sold in New Jersey right now. 
If you insist on an answer, I will be very glad to give it to you. 

Mr. Mutrer. If you don’t want free stieattininn, we will tackle it 
from another viewpoint. Let me first take up some of the other items 
that you mentioned. I will try to do it in the order that you men- 
tioned it. 

First, as far as the advisory committee is concerned, in your in- 
dustry, I am quite certain OPS intends to, if it has not already set up 
such advisory committee. Mr. McCormick what is the situation as to 
the advisory committee? 

M. McCormick. Mr. Chairman, they have come up in all parts of 
the country. The committee is in process of organization. I might 
say we are 10 weeks in business as the actual Office of Price Stabiliza- 
tion, and we are faced with many problems on regulations. This 
committee is in process of organization. 

Mr. Matton. Mr. Chairman—— 

Mr. Mutter. Let me say this to you with reference to that. 

Mr. Matton. May I comment on that, sir? 

Mr. Mutrer. In a moment, sir. May I say, OPS has been attempt- 
ing to set up advisory committees for every industry, and it is only 
a matter of which one comes first. Possibly you have the right to 
say, before they tried to fix ceiling prices in the industry, they should 
have had an advisory committee set up to consult with you. The fact 
of the matter is they went ahead and vid it without the advisory com- 
mittee. The advisory committee, as Mr. McCormick told you, is in 
process of being set up, and if revision is necessary of any ceilings 
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established in your industry, I am certain, upon industry representa- 
tion and presentation of facts and making out a proper case for revi- 
sion, you will get it. 

Now do you want to add anything to that? 

Mr. Mauion. I would like to, if you don’t mind. , 

Mr. Mutter. Certainly. 

Mr. Matton. There have been several industries in which advisory 
committees have been appointed. 

Mr. Murer. Yes, sir. 

Mr. Mauion. And I read today that they are meeting and confer- 
ring with the officials of OPS as to prices, and so forth. — 

Mr. Mutter. Yes. 

Mr. Maton. I would like to call the committee’s attention to the 
fact that we, the retail automobile business, were one of the first indus- 
tries to receive a special regulation as to price ceilings, and if we are 
so important as to be one of the very first to have the regulation placed 
upon us, I think we ought to be one of the very first to have an advi- 
sory committee, and up to yesterday—and I checked on Washiington— 
the committee had not been appointed. 

Mr. Mourer. All I can say to you, sir, is we are aware of that prob- 
lem, and we know that they are trying to set up the committee. We, 
of the House Small Business Committee, will see to it that it is set up 
without too much delay. 

Mr. Mauion. We would appreciate your help. 

Mr. Murer. On the question of the OPS refusal to answer indus- 
try-wide inquiries, I think that is contrary to the information I have 
received up to the present time. Mr. McCormick, will you comment 
on that, please ? 

Mr. McCormick. Yes, Mr. Chairman. I would like to have, Mr. 
Mallon, a record of a refusal after you or the national association 
submitted questions, a definite refusal. I would like to have a record 
of that. That is not the policy of the Director’s office. We know 
very well and remember the splendid cooperation that your industry 
gave in the last emergency in disseminating information and work- 
ing with us, and this opportunity is one thing we welcome. I would 
like to have the record of any refusal. 

Mr. Mutter. You see, Mr. Mallon, not only does the law specifi- 
cally set up such procedure, for organizations or agency-wide repre-* 
sentations or activities, but I know the agencies are trying to follow 
it. They prefer to deal with industry rather than individuals, because 
they can solve a thousand problems just by a conference with the 
industry, that is a thousand individual problems, rather than to try 
to answer a thousand individual problems separately. 

Mr. Maion. May I comment on that, too! 

Mr. Muurer. What we would like to have you do, after your com- 
ment, if you have specific information, let us have names and addresses 
so Mr. McCormick can check and find out. 

Mr. Mazon. I want to inform Mr. McCormick I will be very glad 
to acquaint you with the names. I don’t think it is necessary to read 
them into the record. 

Mr. McCormick. All right. 

Mr. Mauion. But I would like to call the attention of the chairman 
to the fact that OPS issued a procedural bulletin, and in that bulletin 
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is what they represent, that we contact the claimants, and without that 
contact it prevents them from answering these questions. He calls 
them hypothetical questions. I can assure you every question that 
was on the list submitted was received by the National Automobile 
Dealers Association from 1 of our 34,000 members. Those were not 
hypothetical questions, Mr. Chairman. But I will be very glad to 
give you the details, I will give you all the detailed information as to 
who was approached and who ruled that the OPS could not answer 
the questions. 

Mr. McCormick. I would like to assure you that I will say that they 
are answered. 

Mr. Mauion. Thank you very much, sir. We will appreciate it, 
and I assure you it will be a great help to OPS. 

Mr. McCormick. That is right. 

Mr. Mutrer. You referred generally to bad regulations. I assume 
you had in mind the first price regulations that were put into effect 
without consultation of the advisory committee, and I think one of 
the first regulations was regulation W. 

Mr. Matton. I think I said “bad provisions in the regulations.” I 
would not want to go on record and say the entire regulation was bad. 
Far from it, Mr. Chairman. 

Mr. Mutrer. Do you want to be specific as to what part of the regu- 
lation is bad and needs revision ¢ 

Mr. Mauon. If it meets with the ap roval of the Chair I would 
much prefer to extend my remarks. lieve that is what you say 
in Congress. I would like to put it in writing and forward it to you. 
It will save you time and I think accomplish the same result. 

Mr. Muurer. We will be very happy to have it that way, sir. If 
you send it to us in duplicate, we will immediately send one over to 
the Office of Price Stabilization for their comments, so we can give 
you our own views as well as their views, and indicate to you whether 
we agree with you. 

You talked about regulation W. You told us it does not affect the 
sale of new cars but does affect the sale of used cars. 

Mr. Marion. Pardon me, sir. 

Mr. Mutrer. Yes. 

Mr. Matton. Did you finish ? 

Mr. Murer. No, I wanted to pursue that with you for a moment 
or two. 

Mr. Mation. Yes, sir. 

Mr. Mutrer. Has the ceiling price as it was fixed by OPS on used 
cars affected the sale of used cars in any way? 

Mr. Marion. Used cars? 

Mr. Murer. Yes. 

Mr. Matton. Generally speaking, in my opinion, country-wide, the 
answer to that would be “No.” There are certain sections out in the 
west coast that I think it has, but you are interested now more in the 
eastern area, and in the eastern area, Mr. Chairman, the ceiling price 
placed upon used cars by the OPS in SR-5, generally speaking, did 
not hurt or impair the sale of used cars. Now at that time there were 
certain dealers that had merchandise in at prices higher than that 
because of what we call a “clean” unit, very popular, late model. 

Mr. Muvrer. Do you mean a clean unit or do you mean a new car 
that was taken out of the showroom and put on the used car lot # 
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Mr. Mawwon. I am talking about a strictly used car now, Mr. Chair- 
man, but I think that is true in a minority of cases. 

Mr. Mutrer. I think that is so. 

Mr. Maton. I think, according to the trend at the moment, the 
prices are probably a little below the ceiling, and that, to some extent, 
is due to the stringent terms of regulation W. 

Mr. Murer. Can you indicate to us, percentagewise, what the 
used cars are selling for below the ceiling, 5, 10, or some other percent ¢ 

Mr. Mason. If you accept it only as my estimate and not as a 
factual checkup. 

Mr. Murer. Yes. 

Mr. Mation. Let me put it this way: Used 1951 or 1950 cars I 
think are moving at the ceiling. When we drop down to 1949, 1948, 
1947, there is a trend for it to be off I would say somewhere in the 
neighborhood of 5 percent. Prewar cars, it is anybody’s guess. It 
depends on how the car will perform. 

Mr. Mutter. Now how, if at all, has regulation W affected the 
price of the used car ¢ 

Mr. Mauion. It has not directly affected the price of the used car, 
because the dealer has accepted the used car in trade and has allowed 
the customer the full amount that is permitted under the regulation, 
and necessarily, on today’s market, that dealer has to obtain that price 
because allowances are made if there is work to be done before it is 
resold, you appreciate that. 

Mr. Murer. Yes. 

Mr. Maxon. So that regulation W had an effect on the price to 
that extent. But what we are worried about in regulation W is this: 
Most all of our dealers have customers who, year after year, we will 
say, or every 2 years, come in and trade, let us say, a 1948 car in for a 
1950 car, and they have been able to do it. They have steady jobs, a 
good credit standing, but not much capital, so they have been able 
to make that deal, which they needed. They used the car to get 
them to their work with, and they have been able to make that deal 
on the basis where the terms might be 18 months, in some cases 21 
months, and in this seetion I doubt very much if it is ever beyond 
24 months. Some of the finance companies inform me that in cases 
of 21 and 24 months’ deals over one-third of them are anticipated 
in payments. In other words, I would like to emphasize the fact 
that if these people be given the privilege of buying on longer terms, 
they will have more reliable transportation at their command to 
earry on their work, and I don’t believe it will tend to any inflation. 

We also find, incidentally, many of our purchasers selling Govern- 
ment bonds in order to meet the down payment required under the 
stringent terms, and that does not seem just right. I think we would 
all be better off if the money remains in the bonds and the purchaser 
be accorded a little longer time to pay out. 

Mr. Motrer. If regulation W were relaxed, don’t you think 
would have the effect of increasing the price of the used car? 

Mr. Marion. It can’t with OPS over here. 

Mr. Mutrer. It can’t go over the ceiling, but how about the cars 
that sell for less than the ceiling, would not they go up to the ceiling? 

Mr. Matson. No, sir. In my opinion, after the years I have been 
in the business, my answer to that would be “No.” 
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Mr. Mutter. Most of the dealers throughout this area carry auto- 
mobile accessories, tires, as well as rendering service in the handling 
of cars, isn’t that so? 

Mr. Maution. The majority do, yes. 

Mr. Murer. The new cars are all coming through without spare 
tires, isn’t that correct ? 

Mr. Mation. That is correct. 

Mr. Murer. And the manufacturer allows you the cost of that 
fifth tire? ; 

Mr. Mation. His cost. 

Mr. Mvcrer. His cost of that fifth tire? 

Mr. Matton. Yes. 

Mr. Mutrer. Do any of the customers take the car without buying 
the fifth tire? 

Mr. Mauion. Not if they can help it. 

Mr. Muvrer. And you sell them that fifth tire at the retail price? 

Mr. Mation. Naturally, yes, sir. It seems to me like sort of a 
joke in a way, but that is what happens. As long as we have tires for 
the car we sell them. There is nothing in the regulations to prevent it. 

Mr. Mutrer. That is right, there is nothing in the regulations to 
prevent the sale of tires as long as the tires are available. Are the 
tires available? 

Mr. Mation. Are the tires available? 

Mr. Murer. Yes. 

Mr. Matton. At the present time, yes. Now there might be an 
odd size here and there that is beginning to show a shortage, but, 
generally speaking, the answer is “Yes,” and the tire manufacturer 
representatives inform us, excluding white walls, they are still in a 
position to turn out probably tires in sufficient number to meet the 
demand of the cars as they come through, because the production of 
new cars in the second quarter and the third quarter will probably 
begin to be reduced, due to the NPA. 

Mr. Muurer. Now, then, when we deal with the average-priced 
car, not the high-priced car but the average-priced car that the de- 
fense worker can buy, and the person that you have been telling us 
can buy, the retail dealer really does not lose very much because he 
does not get his traditional discount on that 314-percent increase in 
rice ¢ 
Mr. Marion. You are talking about the average-priced car? 

Mr. Muurer. Yes; the $2,000 car. 

Mr. Marion. The $2,000 car? 

Mr. Muwrer. Yes. 

Mr. Matton. You want to remember, Mr. Chairman, that $2,000 
represents what we used to call the lower-priced car. 

Mr. Mvutrer. What do you call the averaged-priced car? What 
would that retail for? 

Mr. Mauion. Such cars as the Ford, Chevrolet, and Plymouth which 
we all recognize are the lower-grade new cars, many of those will reach 
pretty near the $2,000 mark. 

Mr. Motrer. Dealing with that type of car, although you are not 
getting the traditional discount on the increase of 314 percent on that 
type of car, you do not lose very much dollars- and cents-wise? 
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Mr. Marion. Well, to be concrete, Mr. Chairman, the reduction of 
314 percent on a Chevrolet, the cheapest model, would amount to 
$12, from $12 to $13. 

Mr. Muurer. How much allowance do you get for the fifth tire on 
that car? 

Mr. Matton. The allowance for the fifth tire, I think it is $11.59, 
or something like that. 

Mr. Mutter. If the customer wants to buy the fifth tire he pays 
about $25 for it, doesn’t he. 

Mr. Maton. Does that favor the purchaser ? 

Mr. Mutrer. No. 

Mr. Maton. Are we accomplishing anything by this discussion ? 

Mr. Mutter. I am willing to fight the purchaser’s end of it, too, 
and stand side by side with you in fighting it, but at the moment 
without fighting, I want to point out you have no right to complain, 
dealerwise, at the loss of the additional discount for the excess that 
you are collecting and paying the manufacturer on the price of the 
car when you make the equivalent in the profit on the sale of the 
fifth tire. 

Mr. Maton. I don’t go along with that contention. 

Mr. Mutter. What about the figures? 

Mr. Matvon. I am not going to quarrel with you about the figures, 
because I think the principle is fundamentally wrong. The manu- 
facturer has delivered the car right along for a certain amount of 
money and in that amount of money is included the fifth tire. 

Mr. Murer. I agree with you he should get the fifth tire and he 
should not get the additional benefit of delivering the car without the 
fifth tire. This committee will take up with OPS that question, in- 
sisting that there be something other than just cost reduction, if they 
are not going to deliver the fifth tire. If we must save the fifth tire 
~ save rubber then at least the cost on it ought to be reduced beyond 

11. 

Mr. Mazon. Not at the expense of the dealer. 

Mr. Mutrer. Not at the expense of the dealer; no, sir. 

Mr. Matton. Mr. Chairman, I would like to emphasize this point, 
if I may. 

Mr. Mutter. Yes, sir. 

Mr. Matton. We who have been in the industry a long time recog- 
nize this basic fact, that 24 percent of the list price of the car which 
had the fifth tire, let us say, or which does not have the fifth tire, but 
25 percent is what we need to operate, from the figures we disclosed 
to you here. Nobody can quarrel with that net profit. 

r. Mutter. That is the problem that, I think, when it is being 
resented on behalf of your industry, and if it is backed up with the 
acts, you will get relief from OPS on. If you don’t, after you have 
resented your full facts, you let us know about it and we will look 

into it further. 

Mr. Mauvon. If I may, I would like to modestly remark that I hap- 
pened to be president of NADA in 1946 when OPA cut the discount, 
or threatened to cut the discount in half, and it was through the good 
offices of Chairman Patman and your committee at that time, and then 
their recommendation to the Banking and Currency Committee, that 
paragraph 2 was written into the extension of OPA Act, and we stood 
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at and the Congress established the fact at that time, at any rate sat- 
isfied in their own mind, that they should not disturb and OPA should 
not disturb it, and we do not want it disturbed through an act of any 
governmental agency. We will battle with our manufacturers if they 
suggest it. Thatisour problem. But we certainly do not wish to have 
it initiated by a governmental agency under the guise of an emergency. 
It will only add to our problem with our manufacturer without solving 
it. That is putting it very plainly, and if there is any manufacturer 
here he is welcome to the remark and do whatever he wants with it. 

Mr. Mutvrer. I am sure he will hear more on the subject before we 
get through. 

Thank you very much, Mr. Mallon. 

Mr. Matton. Thank you, sir. 

Mr. Movrer. Mr. Pagonis. 


STATEMENT OF GEORGE G. PAGONIS, REPRESENTING THE ORTHON 
CORP., PATERSON, N. J. 


Mr. Paconts. My name is George G. Pagonis, 196 Albion Avenue, 
Paterson, N. J. 1 represent the Orthon Corp., an electronics manu- 
facturer. 

Mr. Murer. You may proceed. 

Mr. Paconts. I would like to thank the committee, first of all, for 
the opportunity to appear before you, because it gives a small fellow, 
or a small-business man, a place to gripe, a place to get it off his chest. 

I know you have initiated some of the things we are looking for. I 
have been in constant communication with Mr. Dalmas in the past 2 
years, telling him about the various problems I have had, and I notice 
you have made considerable progress in getting the synopses of bids, 
so everybody can get it without subscribing to a high-priced advertis- 
ing agency, and also for your help in the listing of contract awards 
over $25,000, which helps out the subcontracting end of it. 

However, it must be noted that since this program has been initiated 
the synopses of bids have been decreased greatly, despite the ever-in- 
creasing demand for defense equipment. I have noticed that they 
have shrunk down to half a page, where they used to be four pages. 
Now the small-business man cannot rely on these sources of informa- 
tion and must get in a new category that will enable him to be con- 
sidered for negotiation contracts. 

As a small-business man I have carried out the instructions given by 
the various Government procurement agencies by submitting our 
facility report, classification clearance, and have been placed on the 
approved bidders’ list for various agencies, as Representative Patman 
informed us. However, all this has been to no avail since we do not 
receive bids any longer. In 1948-49, when we were given an oppor- 
tunity to bid, we were awarded five Government contracts. 

We are at the stage, if the thing continues the way it is going, and 
civilian goods are cut, if the speakers are cut from radio receivers, 
if we are cut in steel, and radio tubes are very scarce, we are at the 
stage where we would have to turn to Government work to make up 
for that slump. As it is, we are losing trained personnel. We have 
lost 40 percent because we _ can’t keep them. We can’t keep feed- 
ing them the components that go in the radio receivers. At present 





EE 


a 


ny on = 


Ae TO Fen NNT iy ee AEM = TR NOR 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 1453 


we, as well as many other small manufacturers, are plagued with the 
problem of receiving material to maintain our civilian goods produc- 
tion, and the lack of an opportunity to bid on prime contracts. We 
then become easy prey, through desperation, to the many men who 
peddle influence in procurement departments. We are very confident 
that the lack of interest which procurement agencies have in spreading 
their procurement needs, and that the problem of obtaining civilian 
materials contributed to this degrading condition. A small business- 
man has no other choice but to rely on an influence peddler, or go out 
of business. 

One point I would like to make is that now you get no specifications, 
you get no blueprints. You go through all the red tape and all the 
paper work and do all the things you are supposed to do in submitting 
the bids, and then you get a small paragraph saying, “Item 1. 200 
BC-—28 transmitters.” Some of those contracts run into millions of 
dollars, yet there is not one blueprint. All they have got is “Collins 
or equal.” You can’t go to Collins and say, “Will you give me a blue- 
print on that because I want to bid against you.” They put down 
“Gen. Specs.” You can’t go to Washington and ask them to send you 
all the “Gen Specs.” You can’t go into any type of contract, because 
you have to send out in the request for quotations how many screws, 
10w many washers, how much this, that, and the other thing is in- 
volved. 

My mailman is burdened with piles and piles of envelopes of mail. 
That was at one time—now we don’t get anything. He was burdened 
at that time with all that stuff, which meant absolutely nothing. It 
was just paper work and was just adding to the post office deficit. 

Furthermore, now that I have an opportunity to just get a crack at 
the Government contracts, you have got the shortage on the civilian 
end. You are forked between two things, and that is the main purpose 
I am here, you are forced to either cut down your operation to nothing, 
or being on limited operations, or relying on one of the information 
peddling agencies. 

Mr. Datmas. May I interrupt you just a moment? 

Mr. Pagonis. Yes. 

Mr. Daumas. I objected quite violently to the lessening of procure- 
ment information such as you refer to and we have been working on 
that constantly. 

Mr. Paconis. You wrote me that in your last letter, sir. 

Mr. Davmas. I find on April 5 the Munitions Board, through the 
good offices of the Office of Small Business of the Munitions Board of 
which Captain Randolph is the representative here, issued a new de- 
fense procurement policy. I understand that policy has not been put 
into action altogether as yet, and some of it may never be, but I think, 
as Chairman Multer will tell you, if it isn’t, the staff will probably be 
directed to keep after them. 

I want to read you one notice here in connection with this new 
policy statement: 

Employ advance notices similar to the notices in advance of the issuance of 
invitations for bid to inform prospective small-business concerns and others of 
proposed negotiated procurement. 

In other words, the page that you speak of that has shrunk to 
such small dimensions we hope will be again expanded so you will 
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know what the Government is going to buy. That applies to unclas- 
sified material. 

Mr. Pagonts. Naturally. 

Mr. Datmas. If you want classified contracts you still have to pound 
doors, and you may have to pound them on unclassified contracts, as 
the chairman pointed out a moment ago, but you will begin to get 
more information. 

Mr. Paconts. The last thing I want to say is unless some help is 
given the small manufacturers, an opportunity to bid, and there is 
a continuing shortage in the civilian markets, the manufacturers will 
either be forced out of business, they will have to curtail their opera- 
tions, or rely on peddlers of influence, and there are sure a lot of them 
around, and when somebody gets desperate they forget a lot of things. 
When someone comes in and tells you they know the right people and 
you have a choice between going out of business and doing something 
about getting a contract, there is a great temptation put before you. 

Mr. Mutter. How many contracts did they get for you? 

Mr. Paconts. Well, I haven't tried them, but they all talk big, and 
sometimes some know what they are talking about, because they know 
about this procedure, and some do not, but there are a lot out and 
they are very tempting when you get forced up against the wall. 
Unless something 1s done to help the small business you will have 
more of that evil prevailing 

When I first started this in 1948 or 1949 I had to go through the 
whole procedure. They asked me to submit the facilities report. We 
made 150 facility reports and we spread them to all agencies, facility 
reports of our electronic equipment. 

Mr. Mourer. When did you say you sent out your list of facilities 
to these 150 different agencies ? 

Mr. Paconis. I started in 1948. 

Mr. Mutrer. Did you send any out since 1950? 

Mr. Paconts. I sent some out in January of this year. 

Mr. Mourer. Captain Randolph, will you make some inquiry as to 
why he has had no responses to the list of facilities? 

Captain Ranpotrn. Yes. 

Mr. Paconts. I think the last letter I wrote to Small Business tell- 
ing them exactly about this problem, Congressman Patman wrote me, 
and he found out by inquiring of the Bureau of Aeronautics, and 
the Bureau of Ships, and got me on the approved list. My contracts 
were with the 8ureau of Aeronautics, but from the Bureau of Ships, 
from 1948 to new, I have never received an invitation to bid. You 
can check that. However, I am on the approved list. 

=e Datmas. How about the Army marketing center at Philadel- 
phia? 

Mr. Paconts. They just gave me clearance at that time on re- 
stricted work. They have my facilities report. I have about 150. 
They are not all to Government agencies, they are spread between 
industry and Government agencies. I thought I would put them where 
they would do the most good. 

Mr. Datmas. How abcut the Army Signal Corps? 

Mr. Paconts. That is what F mean. 

Mr. Dautmas. Have you received from the Army Signal a definite 
statement that you are on their list for certain items? 
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Mr. Paconts. Yes. 
Mr. Datmas. The items that you requested to be placed on the list ? 
Mr. Paconts. I requested quite a few, because in electronics a small 
manufacturer like myself is very flexible, and there are millions of 
items which I tried to spell out what I could do, and they placed me 
on the list for some of them. 

Mr. Dautmas. And you have not received an invitation, except in 
January 1951? 

Mr. Paconts. One for the Air Corps. 

Mr. Datmas. Out of Dayton? 

Mr. Paconis. Out of Dayton. The Air Corps out of all the agencies 
seems to be doing the best job. They send you advance notices and ask 
you whether you are interested. This is what one of my facilities re- 
ports looks like [handing documents to Mr. Dalmas]. 

Captain Ranpotru. Mr. Chairman, I will take this back and I will 
gladly check on it. 

Did you contact the Bureau of Ordnance ? 

Mr. Paconis. I contacted the Bureau of Ordnance. In fact, at that 
time I sent three to each agency so it could get around to the offices. 
The way I understood when I was in Washington, they scattered them 
around to the various different departments. I have received letters 
to the effect that I am on the bidders’ list. 

Captain Ranpo.tru. I will certainly check into it. 

Mr. Paconts. Thank you very much. 

Mr. Mouurer. Mr. Bartlett, do you want to contribute anything on 
the new regulation with reference to civilian production ? 

Mr. Bartierr. It seems like the materials he mentioned are in short 
supply: 

fr. Paconis. I should have mentioned cobalt as being in short 
supply. 

Mr. Bartuierr. Particularly cobalt, which is a strategic material. 

Mr. Paconis. They are finding new ways of making speakers now, 
I understand. But that is not the only one. It is still a question of 
price. When you do get it the price is out of the market. The radio 
tubes, some of tungsten, which are critical, I understand that. Those 
make it difficult to keep going, civilianwise. 

Mr. Datmas. I just want to call Mr. Pagonis’ attention to the fact 
that since these hearings have started throughout the country not 
only have we had that policy statement from the Department of De- 
fense, but coincidentally we have had a statement of policy on April 
4 by the head of the National Production Authority in which he 
states unequivocally they are going to give special attention to the 
material problems of small business. We hope that works out. 

Mr. Motrer. This committee will certainly keep after all the agen- 
cies to be sure they do give attention to small business. 

Mr. Pagonts. Thank you. 

Mr. Murer. The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:15 p. m., the subcommittee recessed to reconvene 
at 2 p. m., this same day.) 


AFTERNOON SESSION 


Mr... Muturer. I think the first witness this afternoon will be Mr. 
J. L. Carter. 
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STATEMENT OF JOHN L. CARTER, SECRETARY, NEW JERSEY 
FOUNDRYMEN’S ASSOCIATION, MONTCLAIR, N. J. 


Mr. Muurer. Will you give the reporter your full name and ad- 
dress ¢ 

Mr. Carrer. My name is John L. Carter, 20 Church Street, Mont- 
clair, N. J. Iam the secretary of the New Jersey Foundrymen’s Asso- 
ciation. I might add I am also consultant for the Gray Iron Society, 
the national association for gray iron foundries, and I spent 13 months 
as a bureaucrat in Washington with OPA in the last war. 

The New Jersey Foundrymen’s Association represents the foundry 
industry in the State of New Jersey, and also the gray iron foundries 
in greater New York City. There are about 80 gray iron foundries in 
New Jersey of which about 60 are in north Jersey, of these 53 are mem- 
bers of this association. There are also three steel and two malleable 
foundries in this area—all of which are members. 

A serious shortage of foundry pig iron threatens to curtail opera- 
tions in ferrous—gray iron, malleable iron, and steel—foundries in 
many sections of the country, but in this area the shortage is bétom- 
ing so serious that it threatens the very existence of the ferrous foun- 
dry industry in this State. 

‘he principal users of pig iron are the steel companies and the 
foundries. Most of the blast furnaces which produce pig iron are 
owned and controlled by the steel companies. The number of inde- 
pendent blast furnaces was never very bee and has been steadily de- 
creasing in recent years, so that at present the steel companies may be 
said to have a practically monopolistic control over the sources of pig 
iron. Most foundries are dependent for their supply of pig iren on 
the steel companies who are their principal competitors for this pig 
iron. 

Under normal conditions the supply of pig iron has been sufficient 
to adequately take care of the requirements of both steel companies and 
foundries and the steel companies have been very glad to sell their 
surplus capacity of pig iron to the foundries. But when there is an 
abnormally high demand for steel, as during the last war and as there 
is at present, there is a strong tendency for the steel companies to in- 
crease the proportion of steel-making pig iron and reduce the pro- 
portion of foundry pig iron below the amount needed to adequately 
supply the needs of the foundry industry. This is what appears to be 
happening at this time, and as a result the amount of pig iron allotted 
for foundry use has become more and more inadequate to meet the 
rising foundry demand, so that foundries in many parts of the coun- 
try are experiencing a serious shortage of pig iron which is likely to 
soon cause substantial curtailment of foundry operations. 

In this area the situation is particularly serious for a very special 
reason. The principal supplier of pig iron for the foundries in this 
area is the Hanna Furnace Corp. of Buffalo, which probably supplies 
over 75 percent of the foundry pig iron used in north Jersey and 
Brooklyn. Hanna is now faced with the necessity of shutting down 
one of its four big furnaces for relining. This takes 2 to 3 months, 
and a second furnace will then have to be shut down for relining and 
possibly for rebuilding, which would take even longer. In view of 
the loss of this large proportion of its capacity, we a that Hanna 
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may produce practically no foundry pig iron for an extended period. 
Hanna has already notified many local foundry customers of a cut 
in their allotment for April and of a probable further cut in May, and 
has intimated that allotments ouakl probably continue to diminsh. 

Under present conditions all foundry-pig-iron producers are re- 
ducing their allotments to regular customers and are refusing to take 
on hew customers. It is therefore practically impossible for foundries 
to secure additional iron from other suppliers to make up for the re- 
duction in their allotment from Hanna. And, in fact, all other sources 
of foundry pig iron for foundries in this area seem to be drying up, 
most of them rapidly. The only sources located in this general area 
are in eastern Pennsylvania, as follows: 

Bethlehem Steel Co., with large plants at Bethlehem and Steelton, 
Pa. They have been producing very little foundry pig iron at either 
plant and the amount is decreasing. 

Alan Wood Iron & Steel Co., of Swedeland, Pa. Production of 
foundry grades rapidly decreasing. 

%. & G. Brooke Iron Co., of Birdsboro, Pa. Only one furnace. 
Now entirely out of the market on foundry pig iron. 

Outside of these producers, the only other practicable domestic 
source for foundries in this area is Buffalo, at which, in addition to 
Hanna, two other pig-iron producers have supplied some foundry pig 
iron to foundries in this area. 

The Republic Steel Corp., with furnaces at Buffalo and Troy, N. Y., 
and the Tonawanda Lron Corp. both have been producing very little 
foundry pig iron recently, and there is practically noc chance that they 
would supply pig iron to any foundry hat has not been a regular cus- 
tomer, or increase their allotments to regular foundry customers. 

The shortage of foundry pig iron had become so serious even in 
1950 that an unprec edented volume of foreign pig iron was brought 
into this country, over 740,000 tons in 1950 and over 100,000 tons in 
January 1951. Those are amazing figures. This iron came from 
many countries—Holland, Erxgland, Germany, France, Sweden, 
India, and other countries. Now, however, due to changed conditions 
abroad, many of these countries have greatly reduced or stopped alto- 
gether the export of pig iron. And on account of diminished supply 
of, and increased demand for, foreign pig iron, the price, which for 
some reason is not under control by OPS, has been raised to a pro- 
hibitive figure. At this time about the only foreign iron available is 
some German iron—6,000 tons, malleable, for June and 9,090 tons for 
July. The price is $76.75 delivered eastern port, which would figure 
about $82 delivered Paterson or other north Jersey points. This is 
about $24 per ton higher than the present controlled price of about 
$57.71 for Bethlehem pig iron delivered Paterson. 

Gray-iron jobbing foundries, which are mostly small business, can- 
not afford to pay such prices, especially since their prices are frozen 
at January levels, and OPS is threatening to roll them back below 
January levels. Furthermore, this German iron will be sold only in 
very large lots—larger than any average-sized foundry could possibly 
buy. So it is practically impossible for foundries in this area to buy 
any foreign iron to make up for decreased allotments from regular 
domestic sources. 


86267—51—pt. 2———_17 





1458 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Most gray-iron foundries use a mixture of pig iron and scrap, the 
proportion varying in different foundries. To a limited extent some 
foundries can increase the proportion of scrap used when they cannot 
get enough pig iron. But the extent to which this can be done is lim- 
ited by two factors: 

1. There is a serious shortage of scrap—in some districts very 
severe—and the available supply of scrap is rapidly diminishing. 

2. For certain types of castings an increase in the proportion of 
scrap used, above a certain maximum, causes such a serious reduction 
in the quality of the castings and in losses from defective castings 
that it is impracticable. 

It is therefore impracticable and, due to the growing shortage of 
scrap, impossible to rely on increased use of scrap, as a remedy for 
the shortage of foundry pig iron. 

As a result of the conditions described above, a curtailment of 
foundry operations in many districts seems probable, and in New Jer- 
sey a drastic curtailment in the near future seems certain. Unless 
some way can be found to increase the supply of pig iron for New 
Jersey foundries, we have reason to believe that many New Jersey 
foundries will have to drastically curtail operations by May or June, 
and several may have to shut down completely. 

The responsibility for handling this situation rests, of course, pri- 
marily on NPA, but in view of the fact that foundries are mostly small 
business, and we are dealing here with the steel companies, who are 
definitely big business, we feel that we will need the active assistance 
of agencies such as this Select Committee on Small Business, and we 
earnestly solicit your aid. 

Pig iron is not now under official Government allocation. The 
allocation of pig iron is now being left to the pig-iron producers, but 
the Government, of course, has power under the Defense Production 
Act to take over control or to influence the allocation by the pro- 
ducers. We earnestly request that you use your influence with the 
proper Government agencies to see that. sufficient pig iron is allocated 
to New Jersey foundries to keep them in operation.” If Hanna cannot 
find some way to adequately supply their foundry customers in this 
area, then some other producer should be directed to supply them. 

We fully realize that our tremendous defense program cannot be 
carried out successfully without some dislocations in our economy. 
But we understand that it is official Government policy to control 
the situation so that the transition from a civilian to a defense 
economy will be gradual and will involve a minimum of serious dis- 
locations. All we ask is that any dislocation in foundry operations 
should be gradual and not too drastic. During the last war the 
Government made a great mistake by at first regarding the gray-iron 
foundry industry as relatively unimportant as compared to steel, but 
they discovered later that the gray-iron foundry industry was abso- 
lutely essential, and our war effort was seriously handicapped be- 
cause gray-iron capacity had been partially crippled through the 
Government’t neglect during the early part of the war. 

The gray-iron foundry industry is one of the most essential indus- 
tries in our economy. A large and increasing proportion ef its pro- 
duction is defense work, and a large proportion of the balance con- 
sists of castings which are essential for the maintenance and opera- 
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tion of other defense industries, and it also produces many castings 
required for essential civilian supplies. Drastic curtailment of foun- 
dry operations would cause a tremendous disturbance in our whole 
economy. It would throw many men out of work. It would cause 
interruptions, delays, and other serious handicaps to many other 
essential defense industries and also essential civilian industries and 
services. And it would work a tremendously unfair hardship and 
inflict serious financial loss on many foundries, on many small busi- 
nesses. 

We earnestly solicit your aid. 

Mr. Muurer. Your recommendation, if I understand it correctly, 
is that NPA should issue some kind of an order allocating the mate- 
rial to your foundries. 

Mr. Carrer. At the present time there is no direct allocation, but 
1 thing undoubtedly NPA could influence the allocation by some of 
the big iron companies to take care of the shortage. 

Mr. Muvrer. NPA could do that by way of intercession rather than 
by issuing a directive. 

Mr. Carrer. That is right. I am not expressing an opinion as to 
whether allocation of pig iron should be started immediately. 

Mr. Mutter. Have you presented your problem to NPA? 

Mr. Carrer. Not really, no. As a matter of fact, I did not realize 
until within the last couple of days that the situation was so serious 
here, when I heard about this realining of the two big furnaces in 
Hanover. That makes it an emergency. 

Mv. Muurer. Mr. Bartlett, have you anything to contribute to this? 

Mr. Bartierr. I would like to say this matter came up yesterday 
and we got in direct contact with the Administrator in Washington, 
with a view to determining just how much pig iron was produced 
in 1949-50, to determine what has happened to the pig-iron situation. 
And, further, we are trying to determine to what extent pig iron is 
diverted from foundry to steel making. We expect to have an answer 
on it very soon. In fact, I will be there tomorrow to take the mat- 
ter up. 

Now it would help us considerably if you would present this situ- 
soos to our district office at Newark, N. J., and, in fact, we have Mr. 

Carbollay here today, the district director. 

Mr. Carrer. Would you rather have us present it to the Newark 
office ¢ 

Mr. Barrierr. Yes. That would help us out in Washington. 

Mr. Carrer. I will be glad to do that. 

Mr. Barrierr. I can assure you that the Administrator himself is 
looking into this situation. 

Mr. Carrer. Thank you very much, sir. 

Mr. Murer. The committee, too, will follow it up, but we do be- 
lieve you ought to initiate your application with the agency that has 
the authority, before we leave. 

Mr. Carrer. We fully intend to do that. 

Mr. Murer. We are very happy you presented it to the commit: 
tee, and that you will follow it through, and we will, too. 

Mr. Carrer. If I could have 5 minutes longer, I would like to cover 
another point. I believe I have only had about 10 minutes. 

Mr. Murer. All right. 
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Mr. Carrer. There is one other matter that I would like to present, 
although I have no prepared presentation on it. That is another 
NPA problem, referring to an order called NPA-F-60, which is for 
users of rare elements. It includes elements used by the foundries, 
such as manganese, silicon, chrome, nickel, molybdenum. Any foun- 
dry that uses any of these elements is required to file a report by May 1 
in regard to its June requirements, and specify every casting in which 
it expects to use these metals, the customer’s order number, the cus- 
tomer’s name, the production order number, the Government contract 
number, the priority rating, and a whole mass of information. 

Now it is practically impossible for any foundry to do that for 
June, and it would be ahesintahy impossible for it to do it 2 weeks from 
today. It is just out of the question. A great many of the foundries 
haven’t got the orders yet that they are going to work on in June. 

In the last war, as I remember it, this matter was handled by 
requiring the foundries to file a report in order to get authority for 
the use of these metals in the first quarter that it was possible for them 
to do it, and then their allocation for the next period was based on that 
report of what they had used. In other words, the only way you can 
handle jobbing foundries in a matter like that is by getting a report 
on past production and allocating on their report of past production. 

Mr. Barruerr. In other words, preparatory to inaugurating the 
controlled materials plan, which we hope to start July 1, we are ex- 
pecting cooperation Tons industry. 

Mr. Carrer. I don’t know whether they ever tried to do this during 
the last war, but if they did, I am sure it did not work. Later on they 
changed and asked us to submit a report on past production. That 
is all you can expect the jobbing concern to do. tt is impossible to 
anticipate their production in June. 

Mr. Bartierr. Up to this point we have been trying to allocate ma- 
terials on a single plant basis. With the controlled materials plan in 
effect, I think we will be able to do that. 

Mr. Datmas. Mr. Chairman. 

Mr. Murer. Yes, Mr. Dalmas. 

Mr. Daumas. Mr. Bartlett, would not it be just as effective if the 
CMP’s for the foundries and others to file a report on what they had 
used, we will say, during the first quarter, or during April and May, in 
other words, after the fact, instead of trying to anticipate what they 
would use in June? Would not that have just as much effect ? 

Mr. Bartierr. Here is the problem: You have this thing broken 
into three pieces: you have your defense program, defense-supporting 
program, and then your civilian-requirements program. Now the 
defense and defense-supporting programs know at least what their 
requirements are going to be for the next quarter. Now we have to 
determine the requirements for the residue, or the civilian portion, in 
order that we may have an equitable distribution. Whether your 
past experience with past orders would be a fair criterion, we would 
not know. 

Mr. Carrer. Actually, the use of these rare materials is only a very 
small percentage of the product. They are not used in any tremen- 
dous quantities. They use perhaps 1 percent of nickel in their cast- 
ings. It is not like a concern that is using nickel directly. The 
amounts used are comparatively small as compared to some other 
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users. I think, from that angle, probably the control based on past 
experience would be practical. 

r. Bartterr. Of course, we tried to do that when we were estab- 
lishing basing periods. As time progressed we thought we should 
extend that. In the meanwhile we had to take action. You recom- 
mend that we take 1 month’s requirements ? 

Mr. Carrer. I don’t know whether it should be one month or one 
quarter. 

Mr. Bartierr. Let us determine on past rather than anticipated 
requirements, is that what you mean? 

fr. Carrer. That is right. Mr. McDonnell ought to be familiar 
with them. 

Mr. Murer. Thank you, sir. 

Mr. Carrer. Thank you, gentlemen. 

Mr. Muurer. May I ask for the benefit of any small business firms 
that are represented here and who are interested in getting subcon- 
tracts, if there are any representatives of prime contractors here. The 
representative of Curtiss-Wright is still with us, Mr. Thiel. They are 
very anxious to get subcontractors who can help them with their de- 
fense contracts. As of March 16 they were already using 630 New 
Jersey suppliers. ‘They maintain a permanent exhibit at their several 
places of business, where you can come in and see the various parts 
that you might be able to make for them. For those in this area they 
would like to have you contact Mr. Whiteside of the Wright Aero- 
nautics subcontracting department in Woodridge. If any of you 
are interested in that, Mr. Thiel, of the Wright Co., is with us. Will 
you stand up, Mr. Thiel. You may talk to him at your convenience 
and get further information. 

I might say I have here a picture of one of their displays of parts. 
They may have a great deal of other parts that they are looking for 
subcontractors to make. 

In the exhibit which was recently held at 67 Broad Street, under the 
leadership of General Thomas, who is with us, he set up what is known 
as the Thomas plan, which has been made Nation-wide by the Air 
Force, where they bring in the prime contractors and they have set 
up exhibits or displays of the things that the subcontractors can make 
for them. Most of these people are looking for subcontractors to 
come in and do some of that work for them. 

The next witness will be Mr. Heller. 


STATEMENT OF HARRY FREUD, REPRESENTING HELLER CANDY 
CO., INC., PATERSON, N. J. 


Mr. Frevp. I am substituting for Mr. Heller. My name is Harry 
Freud, 5509 Fieldstone Road, New York. I represent the Heller 
Candy Co., Inc. 

Mr. Mutrer. You may proceed, Mr. Freud. 

Mr. Frevp. The point we want to bring out is about the purchase of 
candy which we manufacture for the Armed Forces. The Armed 
Forces purchase candies for rations and otherwise through the Quar- 
termaster Purchasing Division, Chicago, Ill. 

During World War ITI and up to the end of 1950 our firm as well 
as many other hard-candy manufacturers all over the country sup- 
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phed the Armed Forces with hard candies, filled and unfilled, wrapped 
and unwrapped, in large quantities. These candies were purchased 
in accordance with invitations for bids. The bids were sent to the 
various firms which had been listed with the quartermaster prior to 
the date of purchase and the awards were made to the lowest bidder. 
The names of the bidders as well as the prices at which the bids were 
awarded were publicly accessible. 

This procedure was followed up to the fall of 1950. However, as 
of Armed Forces Procurement Act of January 18, 1951, formal re- 
quests for bids were discontinued and subsituted by procurement by 
negotiation. This information came to us through the National Con- 
fectioners’ Association, 1 North LaSalle Street, Chicago 2, Il. We 
immediately wrote to the United States quartermaster in Chicago, 
which is the main Army purchasing agency for confectionery, and 
asked to be put on the bidding list, and repeated this request 2 months 
later after personal visit at the quartermaster office in Chicago. As 
vet we have not had a reply. 

We do not know what purchases of hard candies had been made 
by the Army Forces during the last 6 months as we received no invi- 
tations to any bids or to any procurement by negotiations. We as- 
sume that quite a few awards have been made as the size of the 
Armed Forces has increased considerably and with it the necessity 
for purchase of candies. The only factual knowledge as to awards 
comes to to us from the United States Department of Commerce, which 
lists the number of candy awards without giving specifications, quan- 
tities, and prices. 

We feel that the existing emergency is not such that the normal pro- 
cedure of regular bids could not be followed. Purchasers of can- 
dies for the Armed Forces are made according to prepared schedules 
and certainly cannot classify as emergency supplies. As the method 
of awards on regular bids functioned very satisfactorily in the great 
emergency of World War II and after that up to the fall of 1950, it 
is our opinion that the same procedure should be followed so that 
smaller firms who happen to be located outside the Chicago area 
would have an opportunity to bid on the same basis as Chicago local 
firms who are within easy reach of the quartermaster for negotiations. 
Under the present procedure the firms who are not in direct contact 
with the quartermaster do not stand a chance to bid on the Armed 
Forces procurements. Our firm, for instance, has supplied the quar- 
termaster during World War II as well as afterward with large 
quantities of hard candies as well the Navy and post exchanges. Our 
business with post exchanges and the Navy has continued on a smaller 
scale. 

Although only a middle-size firm, we are extremely well equipped 
with automatic high production machines which guarantee uniform 
products of superior quality. Our prices are competitive. _ 

All we request is to be given the opportunity to bid along with other 
firms all over the country and that awards be made by comparing 
quality, prices, and the ability to fill the orders as scheduled by the 
(Juartermaster. 

Mr. Mutter. Mr. Freud, as I understand it, your firm has not been 
requested to participate in any negotiations. 
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Mr. Frevp. That is correct. We were requested up until the fall of 
1950, when all the procurement in our field, which is confectionery, 
was done by invitations for bids which were sent out to us as well as 
to other firms by the procurement agencies. Then suddenly that 
procedure was changed and now the procurement is done by negotia- 
tion. As we pointed out, in the case of Army requirements the pro- 
curement agency is the United States quartermaster in Chicago and 
we are in Paterson, so we haven’t got a chance really to find out about 
the negotiation. 

Mr. Muvrer. Have you been invited by Chicago to negotiate ? 

Mr. Frevup. No, we have not. Mr. Heller, the president of our 
company, was in Chicago about 2 weeks ago. Before he went we 
wrote a letter, and after he returned we wrote a letter, and we haven’t 
heard from them as yet. 

Mr. Mutter. When was the first time you communicated with tl.e 
Chicago procurement office and told them you were interested in 
negotiating with them ? 

Mr. Frevp. I think it was about 2 months ago and we haven’t heard 
from them since then. 

Mr. Motrer. The PX’s buy their candies individually ? 

Mr. Frevuv. The PX’s buy their candies partly by contract, but 
their purchasing office is in New York, and there it is easy because 
we can contact them. 

Mr. Movrer. Are you negotiating there or is that competitive 
bidding ¢ 

Mr. Frevp. Well, it is to a great extent competitive bidding. They 
pick out what they want on the listing and then the individual ex- 
changes can order from that listing, or if they have some certain 
purchase in mind, they contact us, as well as other firms. I don’t 
know, of course, how they do it, whether they do contact the local firms 
by phone or whether they visit them personally. 

Mr. Mutter. You say since they decided to negotiate, or enter into 
negotiations for candy, the information is being published through 
the Department of Commerce which lists the number of candy awards 
without giving specifications, quantities, and prices. 

Mr. Frevup. The United States Department of Commerce brings out 
a listing that shows us what candies have been purchased. It has for 
us more or less a historical value. We don’t know what type of candy 
was purchased or who was awarded the contract. 

Mr. Mutter. It does not tell you the quantity or the price? 

Mr. Frevp. It does not say anything; no. What we are interested 
in is to know before the contract is awarded, so we can participate in 
the bidding, or in the negotiation. 

Mr. Mvcrer. Quite apart from the interest you may have in it as a 
matter of information, I think, Mr. Bartlett, you ought to follow it 
through from the Department of Commerce angle, or possibly we 
ought to do this through Captain Randolph, because you only publish 
the information you get. 

Captain Randolph, this presents two very serious things in my mind. 
No. 1, there is nothing involving national security which requires the 
withholding of this kind of information involving candy purchases. 
There is no reason why that information should not be made available. 

One of the main objectives accomplished by publishing the facts 
concerning these awards is that you keep the entire industry advised 
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as to what is going on, and they are kept on their toes, and they can 
come in and do their share of competitive bidding. With an item like 
candy there is no reason why full information should not be made 
available as to who got the awards. 

The second very serious thing that this gentleman calls to our 
attention is the fact that there is no reason why there should not be 
competitive bidding, there is no reason why you should resort to nego- 
tiation on candies. I can understand if everybody is going to offer 
it at the ceiling then it is necessary to negotiate, but as long as these 
people are willing to compete and offer their products at less than 
ceiling prices they think that competitive bidding should be used. 

Captain Randolph, will you get the facts and report to the commit- 
tee staff, and also get us a report on this specific situation of the Heller 
Candy Co. of Paterson, N. J.¢ We want to know why they have not 
been invited in to negotiate, having previously sold the Government, 
and apparently their relationship with the Government was satis- 
factory. 

Mr. Frevup. It was apparently so, yes. As long as invitations for 
bids were sent out we were either awarded the bid or not, if we were 
too high in price, or for other reasons. At least we had a chance to 
get into it. 

Mr. Mutrer. No one ever inspected your plant and said it was 
unsatisfactory ¢ 

Mr. Frevup. No. 

Mr. Mutter. There were no complaints against your plant ? 

Mr. Frevp. No. 

Mr. Mutrer. There were no complaints against your merchandise? 

Mr. Frevup. No. 

Mr. Mutrer. There were no complaints against the time of ship- 
ment or delivery ? 

Mr. Frevup. We had no difficulties in that respect. It suddenly 
stopped with the change of the procurement setup. 

Mr. Mvuvrer. You will get a full report on this for us, Captain 
Randolph ? 

Captain Ranpoten. Yes, sir. 

Mr. Mutrer. We will follow through on this, Mr. Freud, and we 
will find out just what the situation is. If this can be put back on 
competitive bidding, we will see that it is done, and if it is not there 
is no reason why your company, with its satisfactory business rela- 
tionship with the Government, should not be invited in to negotiate 
contracts for the sale of candy the same as anybody else. 

Mr. Frevup. Thank you very much. 

I would like to mention something quite different, but it is a gripe 
of small business, and that is the mail service. With the cut-down 
last year, I understand from newspaper reports that mail service was 
to take place twice a day in industrial or business centers and once 
a day in home delivery. At that time we were located in New Jersey, 
and we finally did get two deliveries a day, but now ever since we 
moved to Paterson, even though we are located in the so-called Pater- 
son industrial development, which is in the former Wright Aero- 
nautics plant, we still only get one-mail service and this reaches us 
hardly ever before 10:30 in the morning, sometimes a quarter to 12, 
which makes business quite difficult. 
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Mr. Mutrer. Mr. Freud, your own representative from this dis- 
trict, as well as I and every other Member of Congress, suffer from 
that same thing—and I do mean suffer. We passed a bill in the House 
last year and I think we will pass a bill again this year, to revoke the 
Postmaster General’s order which curtails service and requires him to 
restore the service to what it was before. The stumbling block in the 
last session was the Senate, and it may be part of the stumbling block 
again. I suggest that you send a written complaint on this subject 
of bad mail deliveries to the Senate Small Business Committee and 
urge them to take action. We in the House have already done so, and 
will doit again. We need some help from the Senate. 

Mr. Frevup. All right, sir. Thank you very much. 

Mr. Mutrer. Thank you, Mr. Freud. 

The next witness is Mr. Stam. 


STATEMENT OF HENRY N. STAM, CHAIRMAN, PATERSON AREA 
FULL EMPLOYMENT COUNCIL 


Mr. Motrer. Will you give us your full name, address, and your 
affiliation. 

Mr. Sram. My name is Henry N. Stam. My home address is 403 
Ramapo, Pompton Lakes, N. J. My business address is 5 Cult Street, 
Paterson, N. « 

Mr. Mutter. You may proceed, Mr. Stam. 

Mr. Stam. Mr. Chairman, Captain Randolph, and gentlemen, I am 
the chairman of the Paterson Area Full Employment Council, a group 
of citizens, appointed by Mayor Michael U. De Vita, a year ago, whose 
purpose is twofold. Maximum utilization of the community re- 
sources, and maximum utilization of the labor force in regular full- 
time employment. This council represents a cross section of the 
community life of the city of Paterson. On it sit people from labor, 
management, social agencies, service clubs, civic groups, the school 
system, and local government. ‘This method of sitting around a table 
and discussing community problems is idealistic, yet practical. Our 
council has discovered this fact to be true, because, in a limited fashion 
we have been able to solve several problems which confronted us 
since the inception of the council a year ago. As evidenced by the 
name of our council, our scope is in the area of manpower and employ- 
ment. Hence, this testimony today, before your honorable commit- 
tee. It is our feeling that by communicating our problems and pro- 
jecting them onto the Federal level, we will be able to serve our com- 
munity and subsequently the Nation to a peaceful and stable economy. 

This committee should understand at the outset that the Paterson 
area is composed mainly of what has been considered in the past, 
small-business concerns. That is, only 5 percent of the 1,100 firms 
in the area employ over 500 persons. Our concern is not with that 
5 percent. They have indicated from past experience that they can 
handle their own problems with very little outside help. On the 
other hand, the 95 percent is the group which is the very lifeblood of 
our industrial strength. At the present time, this group is con- 
fronted with a problem which might tend to dislocate our pee force. 

The industries in this area that are engaged in defense orders are 
working at, or near capacity, while those engaged in civilian pro- 
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duction are at approximately 50 percent of their capacity. This, of 
course, might be attributed in some part to market conditions, caused 
by large inventories and consumer resistance to high prices. If 
defense orders keep up, we are concerned that only 3 to 5 percent 
of our industries will be engaged in defense work. 

Recent statistics and forecasts have indicated that an additional 
3,000,000 persons will be needed for employment in the defense effort. 
If that happens, there may well be the dolecatinn 1 mentioned earlier, 
in our labor force as well as our industry. Our plants and factories 
are ready, willing, and able to take on defense orders, but they are 
discriminated against because of their size. However, some steps 
must be taken to see that they are allocated a fair share of the defense 
needs of our Nation to keep going. 

Large companies are helped by the Government in many ways for 

lant expansion and it is our feeling that the Government should 
limit this expansion program, at least until such time as the facilities 
of the smaller concerns are completely utilized. 

It is the feeling of the members of the Paterson Area Full Em- 
ployment Council that a more realistic approach be made to controls 
on consumer goods. Many consumer paths 5 such as textile fabrics and 
wearing apparel are subject to style and seasonal factors. Manufac- 
turers produce for delivery months after the production of their 
goods. Factors which affect the price are often months away from 
the time of production and changes in costs between those times make 
it difficult for manufacturers to operate under controls, as are at pres- 
ent imposed. We suggest a reappraisal of the effect of consumer 
goods which are affected by these style and seasonal factors. 

According to reports, there are many materials which are now on 
the critical list which should be taken off. Rubber is one of them. 
It is our understanding that the warehouses are bulging with natural 
and synthetic rubber. Release of this material and other material in 
this category, not needed urgently for the defense program would 
assist the smaller manufacturers in their civilian production. 

We would also like to make this recommendation to the committee. 
An accurate survey of manufacturing facilities in highly industrial- 
ized areas such as ours has never been made. The cost of such a 
survey is greater than a municipal government can bear and the in- 
formation gathered by an accurate survey would be of great benefit 
to the Federal Government in understanding the local area problems. 
Congress should appropriate meneys for municipalities to conduct 
such surveys. This could be in the nature of outright grants or as- 
sistance in part. 

I might say parenthetically that we have an exceptional vocational 
schoel program. During the last war thousands of people were 
trained for work in the war plants. The program, used then, is the 
blueprint for our future training and retraining of workers should 
they be needed. In fact, we recently set up in the vocational school 
a program for training men in the machine trades for specific plants 
in need of men. This was done with the cooperation of the company 
which selected the men they wanted for work, but who had no training 
for the company’s needs. The expense of this training program was 
borne in part by Barden bill funds, and more of this money is needed 
for the proper administration of vocational education for defense. 
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In closing, I would like to state that this area has great potential- 
ities for assisting the defense program. Paterson is an old industrial 
city. In fact, it was in 1792 that the great Alexander Hamilton en- 
visioned this area as the center of industry for the Nation. And when 
he established here, the Society for Useful Manufactures on the site 
of Passaic Fails, it was the beginning of a glorious history of a great 
industrial city. It has always been thus. And today we stand ready 
as always to help our fellow citizens enjoy the fruits of their labors 
in a great free democratic world. Thank you, gentlemen, for your 
courtesy and patience. 

Mr. Murer. Thank you, Mr. Stam. 

As to the survey you refer to, if H. R. 1600 is enacted inte law, 
such a survey will be undertaken by the Federal Government. Were 
you here earlier in the morning when I mentioned that? 

Mr. Sram. No. 

Mr. Mvuurer. That is a bill that was sponsored unanimously by the 
members of this committee. This is not a legislative committee, 1t is 
an investigating committee. We cannot introduce legislation as a 
legislative committee can, we can only recommend or sponsor the 
legislation. We have done that through H. R. 1600, and we hope we 
will be able to get a favorable hearing before the House Banking 
and Currency Committee shortly. 

We are also familiar with the problem posed as to the expansion 
of large industry. I know, from having talked to members on this 
committee who are also members of the House Banking and Currency 
Committee, when we consider the amendments to the Defense Pro- 
duction Act of 1950. we three members will urge that no company 
shall get a certificate of necessity or be permitted to expand existing 
facilities until they have first used up all their facilities through 
subcontracting and the like. I believe that is one of the subjects which 
the Small Business Committee will take up in executive session when 
we conclude these hearings throughout the country. 

Mr. Sram. This H. R. 1600 is to have a hearing / 

Mr. Muurer. Yes. H. R. 1600 will call for a survey. among other 
things. It will establish the Small Defense Plants Corporation. 
similar to the Smaller War Plants Corporation which we had in the 
last war, and this will be set up for the precise purpose of getting 
Government work for small busmess. 

Mr. Stam. That legislation has advanced to the point that there is 
to be a public hearing on it ¢ 

Mr. Mutrer. The date for the public hearing has not yet been set. 
It is still pending before the House Banking and Currency Committee. 

Mr. Stam. Thank you, sir. 

Mr. Muurer. Mr. Kisch. 


STATEMENT OF LOUIS A. KISCH, PRESIDENT, STRAINER 
PRODUCTS CORP. 


Mr. Mutter. Will you give your full name, address, and affiliation 
for the record, please / 

Mr. Kiscn. My name is Louis A. Kisch, Black Oak Ridge Road, 
Paterson rural delivery 4, Wayne Township. I am president of the 
Strainer Products Corp. 
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I am sorry I do not have a prepared statement, but I spoke to Mr. 
Bartlett. My gripe is a little contrary to everything we have been 
hearing here today. Everyone is focusing their attention on defense 
contracts, on more work for the small-business man. What I would 
like to know is, in an instance such as mine, where I have a small com- 
pany and make a es that requires nickel in it. 

Two years ago I took my product, which is a pot scourer, and sent it 
to Dr. Johnston of the Department of Agriculture, Bureau of Animal 
Industry, and we had it O. K.’d and approved as a scourer for use in 
meat packing plants. 

I then submitted it to the Veterans’ Administration in Washington, 
who likewise made extensive tests on this product and found it satis- 
factory for use in commissaries and kitchens in veterans’ hospitals. 

I further took the product to the Wear-Ever Co. in New Huntington 
and asked them to run tests on it and let me know what they thought 
of the product. They wrote me back and said this pot cleaner of 
mine, ca Somaya design, was without a doubt the finest one on the 
market today. 

This all occurred prior to the Korean situation and the current 
scramble for the defense business. 

I started up, I rented a barn out in Pompton Lakes, rebuilt the barn 
and started to employ people in Pompton Lakes, which is a small 
community, and mre Hm labels, cartons, packages, and started on 
my merchandising job. From about 5 gross a week I built it up to 
50 gross a week, then 60 gross a week, and then 100 gross a week. I 
have distribution in every city in the United States. I have distribu- 
tion in all of the brewery industry, and it has been wholeheartedly 
accepted. 

Now, with the meager amount of nickel material that I have been 
getting in, I have been taking a little of my profit, a little of m 
salary, and I have been buying bending brakes, arc welders, drill 
presses, in anticipation of eventually doing some defense work in the 
interim, for with the nickel order issued 2 weeks ago I am completely 
cut off from my source of material and the very lifeblood which would 
keep me going in business. 

I feel that the thing I stand for is the same that 150,000 other small- 
business men stand for. They do not have the money but they have 
the ability, they have the get-up-and-go, let us call it, but their 
products are being taken away from them. They haven’t got the 
material. They go to their regular suppliers and they say, “We are 
sorry, but we can’t supply it to you.” en they go to hospital DO-97, 
and hospital DO-97 means nothing. You go to another supplier and 
he says, “Will you let me have a little?” 

He says, “I am filled up on DO-40. T don’t have any available.” 

What I want to know is what relief I can expect. I don’t expect 
500,000 pounds a week, I will take 500 pounds a week and swing over 
to defense work. We have no relief. We have no one to speak for us. 
We have nowhere to turn. 

Mr. Mutter. How much nickel do you use in your product ? 

Mr. Kiscu. There is about 15 pounds in a gross. 

Mr. Mouurer. Have you applied to NPA for relief? ’ 

Mr. Kiscu. They issued an order 2 weeks ago, and it is absolutely 
out. 
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Mr. Mutrer. Did you go there and present your case ? 

Mr. Kiscu. It was presented for me. It was presented through the 
International Nickel Co., where I got my wire from. They said I 
could not get any. ; 

Mr. Muurer. Do you know whether your problem was presented 
to the NPA? 

Mr. Kiscu. I did not do it individually. I know my problem was 
taken up to them, to get the material. 

Mr. Muurer. You see, Mr. Kisch, the trouble is you are relying on a 
supplier who, for any one of a dozen reasons, may prefer to sell to 
someone else rather than to you. 

Mr. Kiscu. He has a directive that says it cannot be used in a 
product such as mine. 

Mr. Muurrr. All of this emergency legislation is set up not with 
the view of putting anybody out of business but for keeping every- 
body in business. Every emergency agency has been given the power 
and has the right and duty to inquire into individual cases in the 
matter of hardship, so that nobody will be put out of business. They 
will not do it on behalf of your supplier; they will do it only if you 
come in and present your case personally to them. If they can pos- 
sibly give you relief and keep you in business, you will get that relict. 
Is that right, Mr. Bartlett ¢ 

Mr. Barrierr. That is correct. It depends on whether he uses less 
than 250,pounds of nickel a week. 

Mr. Kiscu. I need about 500 pounds a week. I have about 300 
hospitals now who are using my pot cleaners, and they came under 
that DO-97. The hospitals like the pot cleaners because they stand 
up. Iam not looking for free promotion, but the alloy does the work. 

Mr. Mutrer. Who has the charge of DO-97 ¢ 

Mr. Kiscu. Hospitals, I am told, have charge of DO-97, and DO-97 
is absolutely worthless, from a procurement standpoint. The nickel 
itself is going through on DO-40, and the higher priorities. 

Mr. Mutrer. Am I right, Mr. Bartlett, that where a person comes 
to the local NPA office they will certainly try to help them, either by 
giving him an exception or an exemption from the general provisions 
of the order, or giving him a proper DO so he can remain in business? 

Mr. Bartierr. I suggest that the gentleman contact the local office, 
and they will assist him in preparing an appeal from hardship. The 
final determination will be made in Washington. I am sure if you 
present your appeal and make out a proper case you will get relief. 

Mr. Kiscu. There are an awful lot of us in the same spot. I will 
have the equipment to do defense work when I get into it, and I hope 
I will eventually, but I would like to just kind of stay in this business. 

Mr. Mutrer. We want to keep all civilian efforts going as far as 
local companies are concerned. 

Mr. Bartterr. I will put Mr. Kisch in touch with our district man- 
ager. He is here right now. 

Mr. Mutter. You present your individual case as it affects you per- 
sonally, and then I hope, after you have done that, you will let us 
know what happened one way or the other. 

Mr. Kisen. I will. 

Mr. Muourer. Send your report to the House Small Business Com- 
mittee, House Office Building, Washington, D. C., so we can follow it. 
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Mr. Datmas. Mr. Kisch, will you describe for the record just exactly 
what material it is that you use? 

Mr. Kiscn. It is a zine nickel wire alloy that is drawn down to 
0.0056 in diameter, and in the manufacturing process we flatten it to 
the required size that is called for in our pot cleaner. That is the 
entire product. The wire itself is formed and fabricated in such a 
way that it has a continuous abrasive surface on both sides, and it is 
flexible, with an interlocking stitch, and the dietitians have found they 
can put it under a hot-water faucet and by moving it around they can 
clean the pot. 

Mr. Datmas. What percent of nickel is contained in that wire? 

Mr. Kiscu. I would say about 96 percent. I tried other alloys, and 
it is not the same thing. I would be awfully happy just to sell a por- 
tion of my hospitals and my veterans’ establishments. I do not expect 
to continue in business as usual, | want to make it very clear; I just 
simply want to goon. I prefer to have it sold to the acceptable agen- 
cies who are covered in this emergency. 

Mr. Datmas. Have you tried to sell those cleaners to the Army or 
Navy or Air Force hospitals / 

Mr. Kiscu. Swift & Co. in Jersey City is working on a lot of Gov- 
ernment contracts for the Armed Forces, and Mr. LaRue down there 
has approved the pot cleaners, and so also have the Government in- 
spectors in Swift & Co.’s plant. 

Mr. Murer. You will never sell the product to the Army or the 
Navy that way. You have got to go to the procurement office. 

Mr. Kiscu. ‘The Veterans’ Administration have approved it. “That 
is the only Army agency I have approached. ; 

Mr. Movrer. That is not really an Army agency; that is estab- 
lished for servicemen in the veterans’ hospitals and servicemen who 
come under the Veterans’ Administration. 

-Mr. Kiscu. The thing that I might run up against there, that I can 
visualize kind of, offhandedly, there are things on the market made out 
of stainless steel, which are not like my product, which are the curled 
wire type of scourer. If the Navy requests 3,000 dozen, those things 
are sold almost off the presses, on the stainless steel wire that goes 
into it. That is not my product, and yet I feel my product is superior 
and gives better service, and yet I would be out of line from a com- 
petitive standpoint. 

Mr. Mutrer. You could not meet the prices ? 

Mr. Kiscu. No. 

Mr. Damas. You could get the Army to approve your product in 
the hospitals. 

Mr. Kiscn. Yes, sir. 

Mr. Datmas. Then you could get a direct rated order on the product. 

Mr. Kiscu. I could do that. 

Mr. Mvtrer. Can the Office of Small Business of the Munitions 
Board be of any assistance to them ? 

Captain Ranpvoten. Mr. Chairman, if Mr. Kisch will write to 
Chicago Quartermaster Depot, and submit that product to that agency, 
I am sure they will do everything they can to take care of him. I 
will write it down for you, Mr. Kisch. That is for the Army and 
the Navy, too. 

Mr. Kiscu. Thank you. 

Mr. Mutter. Mr. Wieluns. 
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STATEMENT OF MAX C. WIELUNS, SECRETARY-TREASURER, 
S. WIELUNS & SON, INC., PATERSON, N. J. 


Mr. Murer. Mr. Wieluns, will you give us your full name and 
address, sir ? 

Mr. Wietuns. My name is Max ©. Wieluns, 270 East Twenty- 
eighth Street, Paterson, N. J. ; 

Mr. Muurer. You may proceed. 

Mr. Wieiuns. Captain, Mr. Chairman, and gentlemen, we are man- 
ufacturers of novelty textiles and operate a plant which is equipped 
to produce fabrics of rayon, acetate, silk, and cotton broad goods, as 
well as floral ribbons. Under normal conditions we employ 32 people 
per 5-hour shift; at the present time we have 5 employees. 

As far back as last August we foresaw this condition, and tried 
everything within our power to alleviate same. However, we were 
powerless to do much and the result is that we are being squeezed. 
The raw material—in our case, rayon yarn—is only obtainable in the 
secondary market for the small textile manufacturer. This neces- 
sitates the paying of premiums. Therefore, we are confronted with 
the problem of meeting competition on an unfair basis. Our costs 
are increased from the start. We have tried to obtain yarn from the 
producers with no results. They claim that they are honoring defense 
orders. 2nd have also informed us that the defense orders are being 
taken by the large manufacturers such as Burlington Mills, J. P. 
Stevens, Frank Ix, et cetera. They further told us that these firms 
have not released their civilian allocations for yarn, and therefore 
they are receiving more yarn than they did before. We have at- 
tempted to obtain defense orders and have registered with Quarter- 
master and Army and Navy Procurement at 111 East Sixteenth Street 
in New York City; and Air Matériel Command at Wright Field, 
Dayton, Ohio. Our plant was surveyed by Mr. Seddon of Army In- 
dustrial Mobilization and he has found it to be ideal for certain types 
of Army and Navy requirements. 

Xt the present time we have not had the opportunity to bid or 
negotiate on any of the contracts. We still notice that awards are 
being made to big business, and small business is being steadily passed 
by. Conditions today are such that there is no activity in civilian soft 
goods, and still there is no yarn available from the producer. We 
wish to explain that when there is no activity in the civilian soft 
goods market, big business will periodically dump or sell large inven- 
tories at cost or below—definitely below small business cost—to de- 
crease their stock of finished goods, and by so doing automatically 
bring the price down to the point where small business is completely 
eliminated from competition. When the demand starts, however, 
big business institutes a system of allocations and by so doing creates 
a market of high prices, and shortages. Small business at that time, 
when they could produce and sell at a nominal and fair profit, cannot 
obtain the raw materials with which to work, not even in the secondary 
market. Under such a system, the small business is pressed to the 
wall at all times-—good business or bad. 

In the textile industry, the average small business is seasonal, and 
therefore manufacturers cannot stockpile raw material when there is 
no demand for the finished product. This has given the producers the 
opportunity to refuse the small-business man. 
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I wish to state that both the Greater Paterson Chamber of Com- 
merce and the Industrial Commission of Paterson have been doing 
whatever they can to assist the small-business man. 

The chamber had a committee go to Washington, of which I was 
a member, and I had the pleasure of meeting your Mr. Dalmas, and 
I can see the results at the present time. The committee has been 
organized and is studying the function. The Industrial Commission 
has made a facilities survey. We all sent in our facilities to be at 
the disposal of the Government. However, since there is no legis- 
lation controlling raw materials necessary to the manufacture and 
production of textiles, a great deal of these raw materials is falling 
into the hands of nonproductive elements, such as jobbers and com- 
mission merchants who control the secondary market and its prices. 
This is slowly putting the small-business man out of business and 
throwing thousands of people out of work, and seriously, definitely 
affecting the Nation’s economy. 

Thank you very much. 

Mr. Datmas. Mr. Wieluns, I remember very well the visit that 
you and your group had with the staff in Washington. The mat- 
ters that you presented there were presented to the committee, and 
the committee was reconstituted in the Eighty-second Congress by 
the House of Representatives and the first thing on the agenda was 
to go out and find out just what was happening in the small-business 
world. The reason for your visit is one of the reasons why Chair- 
man Multer is here in Paterson today. I just wanted to make that 
statement. 

Mr. Wieivuns. That is what I understood. I believe at that time 
there was some mention made of a materials control plan. I have 
read about it recently. At the time we Were there I believe it was 
stated more in a general manner and we felt that the materials 
control plan would cover such businesses as ours. However, since 
it has been publiShed we notice the elimination of textiles from that 
particular plan and it is concentrating more or less in steel. We 
feel that the materials control plan could give an answer to our 
problem. 

Mr. Moutrer. An allocation regulation has been issued for steel, 
aluminum, and copper. Mr. Bartlett, do you know whether or not 
they are working on similar allocations for materials in the textile 
field? 

Mr. Barrierr. I don’t think they have available anything other 
than the aluminum, steel, and copper at the present time. 

Mr. Muurer. When was it that you qualified your company for 
Government work by listing your company ¢ 

Mr. Wie.uns. I believe it was in February, immediately after com- 
ing back. 

Mr. Morrer. And where did you register your company ? 

Mr. Wievuns. Well, we first registered with the Air Matériel Com- 
mand at Wright Field, then at 111 East Sixteenth Street the fol- 
lowing week, from which we had Mr. Seddon come out and make a 
survey. He has come out several times and told us there has been 
no action taken as yet on the materials we need, but still, when we 
get the Department of Commerce reports, we find the Burlington 
Mills, Mr. J. P. Stevens, are getting the same goods that we jaan 
could manufacture. 
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Captain Ranpoven. Mr. Chairman, I would like to ask if there 
yossibly isn’t a confusion bet ween two Defense Department programs. 
Fou spoke of the gentleman in New York, the Industrial Mobiliza- 
tion man. 

Mr. Wretuns. That is a man who made the facilities survey. 

Captain Ranpoirn. That is one program that is running very 
closely along with the current procurement program, but just be- 
cause that gentleman surveyed the plant for you and you voluntarily 
offered to participate in this production allocation program it does 
not necessarily mean you are properly listed with the New York 
Quartermaster Army Purchasing Office at 111 East Sixteenth Street 
as well as the Navy Purchasing Office at that same address. Both 
agencies are there, and there is a current procurement program along 
with the industrial mobilization program. 

Mr. Wietuns. We have filled out various papers. 

Captain Ranpotrn. And they notified you that you are properly 
listed as a source of supply for your material ¢ 

Mr. Wievtuns. Only from Wright Field. 

Mr. Murer. Mr. Wieluns, you may find that you are not properly 
listed with the Navy Procurement Office and the Army Quartermaster 
Procurement Office at East Sixteenth Street. I suggest that you send 
them a letter telling them of your facilities and that you are able 
to supply these various items, and then ask them to notify you to 
bid or negotiate with them on those items. It is essential that you 
do that. 

Mr. Wietuns. I do want to say this: Mr. Seddon said he would 
notify all the purchasing agencies at 111 East Sixteenth Street rather 
than have me write or go down there. 

Captain Ranpo.tpn. They think the gentleman might possibly be 
the armed service production plant officer of the mobilization program, 
and he would then invite each one to send in their facilities, that he 
contested. I am going to check the plant, too, to see if it is properly 
listed, and I am going to check to see whether there are two agencies. 

Mr. Wievuns. They are both on the same floor, 1 think. 

Mr. Muvrer. You have a constant selling job here. It is the same as 
if you walked into Woolworth’s and ordered the products there. You 
should make sure that you are listed in each procurement office. 
Don’t wait for the Department of Commerce to let you know that 
there has been an award made. Keep following them up, because they 
may be posting in their bulletin board prospective offers. You have 
to let them know that you have the facilities, and you want to send 
them out to everybody. You have to keep yourself on your toes and 
keep yourself advised of it. 

Mr. Wre.uns. There is one other problem that comes to my mind. 
We originally ran silk. That was 6 years ago. We gradually had to 
go out of silk due to competition from Japan, which has become 
greater all the time and, as a matter of fact, has practically ruined 
the city of Paterson insofar as silk manufacturing is concerned. At 
one time it was known as the silk city of America. Besides the silk, 
we understand Japan is starting to bring in the cheaper rayons, which 
is further going to affect the manufacture of rayon textiles in this 
country. What can the Small Business Committee do about that? 


86267—51—pt. 218 











1474 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Mutrer. Did you present your problem to the Tariff Commis- 
sion ¢ 

Mr. Wrevvuns. The problem was presented, not by myself personally 
but by a committee of manufacturers out of Paterson, and it was 
turned down. Our plea for a higher tariff was turned down. 

Mr. Muurer. We eos heard this complaint before. That is one of 
the things that we have to take up with the full committee, to deter- 
mine what, if any, recommendation can be made in that connection, 
The Tariff Commission, I understand, is an independent body. 

Mr. Wretuns. Yes. 

Mr. Murer. Representations will have to be made to the Tariff 
Commission, in order to raise the tariff to keep any product out that 
is in competition with local products. 

Mr. Wrevunt. I understand. 

Mr. Mvuvrer. On the matter of these big firms you mentioned, I 
don’t know too much about your industry but aren’t those firms the 
manufacturers of the rayon cloth ? 

Mr. Wretuns. Yes. 

Mr. Mucrer. You do not manufacture rayon cloth ¢ 

Mr. Wietuns. Oh, yes. 

Mr. Muurer. You manufacture the cloth, too / 

Mr. Wrecuns. We manufacture the cloth. We do not manufacture 
the raw material, or the yarn that goes into the cloth. 

Mr. Murer. Your problem is in getting the thread or the raw 
yarn‘ 

* Mr. Wretuns. Our problem is getting the yarn from the producer. 

Mr. Murer. And the producer today is manufacturing the textile 
as well as the yarn? 

Mr. Wretuns. No, he is not; but at the same time he is allocating to 
these big business people yarn for civilian use and at the same time he 
is giving them dadedandieien yarn with it. In other words, they are 
actually getting a surplus of yarn while we are without it. 

Mr. Mvuurer. He gets the defense order and then gets the DO on 
which he gets the yarn ? 

Mr. Wrexuns. That is right. Besides that, he gets his regular allo- 
cation of yarn from the producer. The producer will not cut his allo- 
cation on civilian yarn for fear of antagonizing a company of that 
size. 

Mr. Mutrer. Isn't that what is known as a vertical set-up in that 
field, where the yarn manufacturer also owns the company that man- 
ufactures the textile ¢ 

Mr. Wretvuns. In one particular instance it is very well known 
where the Government sold to the Bonet Mills the North American 
Rayon Corp., which was under the Alien Property Custodian. 

Mr. Mucrer. It was a German-controlled plait which the Alien 
Property Custodian took over and the title vested in the United States 
Government, and the United States Government then sold the plant ; 
is that right? 

Mr. Wievuns. That is right. 

Mr. Mutrer. That was a yarn-manufacturing plant that was sold 
to North American Rayon Corp. # ; 

Mr. Wretuns. North American Rayon Corp. was the name of the 
company, and it was sold to the Bonet Mills, who also own another 
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yarn-producing plant besides that, and, in fact, they own several yarn- 
and cloth-producing plants. 

Mr. Muvrer. They not only control the yarn but they also control 
the textile? 

Mr. Wrevuns. That is right. 

Mr. Muurer. And you cannot get any material from them? 

Mr. Wietuns. No. As a matter of fact, I just had quite a confer- 
ence with the vice president of that firm. 

Mr. Muvrer. Did they ever supply you with any material ? 

Mr. Wieiuns. Yes; they did. 

Mr. Mutrrr. Up to when? 

Mr. Wie.iuns. Upto last year. We were on an allocation and we 
were only allowed a certain amount. We were using a high-twist 
yarn, as it is called, and they eliminated the manufacture of the high- 
twist yarn. 

Mr. Muvrer. Therefore, you have no historical basis showing that 
you are entitled to any allocation of the yarn they are making / 

Mr. Wreiuns. That is right, although we could substitute the yarn 
they are making at the present time. 

Mr. Muurer. You are advised that you can use the yarn they are 
manufacturing / 

Mr. Wievuns. Yes. 

Mr. Mouvrer. And you would like to have an allocation of that yarn 
in lieu of what you got before ¢ 

Mr. Wietuns. Yes; but they just have no room for us. 

Mr. Muvrer. Are they selling any of their textiles or yarn to any 
small manufacturers such as yourself, to any of your competitors / 

Mr. Wretuns. No. 

Mr. Mouurer. They are keeping it all for themselves ? 

Mr. Wieiuns. No; some of it is going to some of these other big 
companies. The producer told us it does not pay for them to sell 
to the small-business man, with the bookkeeping headaches that go 
along with it. Where they would have to sell to 20 or 30 small-busi- 
ness men, they could just as well sell to one big-business man. 

Mr. Mutter. I think we understand the problem, sir. 

Mr. Wietens. All right. 

Mr. Mutrer. We will pursue it further. 

Mr. Wretcns. All right. Thank you ever so much. 

Mr. Bartietr. Mr. Chairman, I suggest that the gentleman contact 
Mr. Carbollay, the district manager. He may assist you in getting 
relief and, if the relief is granted, he will give you a directive to your 
supplier requiring him to supply the material. 

Mr. Wirtcuns. Thank you. 

Mr. Murer. Mr. Pinck. 


STATEMENT OF RICHARD PINCK, REPRESENTING THE AMERICAN 
VETERANS COMMITTEE 


Mr. Pinck. My name is Richard Pinck, 22 Church Street, Paterson. 
Mr. Chairman and honorable representatives, I am a real-estate 
broker and a member of the Paterson Chapter of the American Vet- 
erans Committee, representing the State council of AVC. As a vet- 
erans organization, whose slogan is “Citizens First,” we are anxious 
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to make our contribution to this hearing primarily as citizens but also 
as representative of thousands of veterans who, after the last war, 
went into business—small business—with the aid of Government 
loans. 

The draft platform for our national convention to be held in New 
York next June has this to say about the small-business problem your 
committee is discussing today: 

Vital to our Cemocracy is the fullest possible development of small business. 
Its preservation and further growth depend upon the type of governmental 


policies developed during the mobilization period. 
1. Small business should have a formal voice and participation in the defense 


program. 
2. Special consideration should be given to the position of small-business men 


whenever military demands result in a cut-back in civilian production or when- 
ever the military-procurement officials of the Defense Department are in process 
of arranging contracts with business. 

3. The taxation and other economic policies of Government should be con- 
stantly serutinized in the light of the need for encouraging small business. 

That is our general position and we believe it merits serious con- 
sideration by this committee. For today’s hearing, however, we 
would like to confine ourselves to one specific obstacle to small busi- 
ness which has been discussed at meetings of AVC and which we know 
is not peculiar to veterans but to all small-business men. That is the 
mountainous obstacle of paper as represented by Government regu- 
lations. , 

Everyone who has served in the Armed Forces and has been close 
to headquarters knows the importance of paper work, but he also 
knows how often action has been delayed because of a scrap of paper. 
When this could happen with large staffs of clerks you can imagine 
how the average businessman, with one stenographer, an accountant 
who comes in once a month to check books, and an attorney who gets 
a yearly retainer of $100, feels when he is confronted with the mass of 
paper regulations issued by the Government bureaus practically every 
day. 
We would not want to argue that Price Ceiling Regulation No. 7, 
for instance, does not warrant 36,000 choice words. But we do say that 
it is virtually mg for the average retailer to digest this ma- 
terial, let alone digest it in time to comply. Witnesses before the 
Senate Small Business Committee have voiced complaints about their 
inability to grasp the broader aspects of the production program be- 
cause of the many orders issued at the same time which not only 
seemed to be in conflict with each other but were so voluminous as to 
be impossible of digestion. 

This points up, to AVC, one of the ways in which the Government 
unconsciously discriminates against a business. Big business has 
highly paid legal and financial consultants on their staffs, many of 
them formerly associated with Government agencies issuing new 
regulations. Small business has no such staffs and has no way of 
paying for interpreters. We don’t believe that small business wants 
Government to pay for these analysts, either, but we do believe that 
small business would be helped by a system which would provide 
immediate and concise digests and summaries of all Government regu- 
lations affecting business, whether at the manufacturing or the retail 
level. A proposal of that sort from your committee would be one 
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step, if only a small one, toward aiding small business in the United 
States. 

I want to thank you, on behalf of AVC, for affording us this op- 
portunity to be heard. The problems of democracy sometimes seem 
insurmountable but when men are willing to listen and others to talk, 
in the long run our way of life must prevail. In closing I wish to call 
your attention again to the opening sentence of AVC’s platform draft : 
“Vital to our democracy is the fullest possible development of small 
business.” 

Thank you. 

Mr. Murer. Mr. Pinck, so far as the program referred to in your 
platform is concerned, I think you will find much of it has already been 
written into legislation. This committee, I think—and it applies to 
both Houses of Congress—has been established on the premise that 
small business is a necessary part of our American free-enterprise 
system. I think much of the program which you referred to in your 

latform has already found expression in the legislative policy as set 
orth in the Defense Production Act of 1950. 

Now you referred to a regulation of some 36,000 words. What 
number was that ? 

Mr. Prncx. No. 7. 

Mr. Muurer. You were busy fighting the war during World War 
II so you did not have to read many of the regulations that we were 
confronted with at that time. 

Mr. Prncx. That is right. 

Mr. Muurer. I think, as compared to some of those regulations, 
these regulations we are getting today are very simple. They are in 
everyday language. Why not address some of the lawyers in the 
organization and ask them to take up that regulation No. 7 and write 
it in- fewer words and, after they have accomplished it, let us have a 
copy of it. 

We have heard a good deal about legislation being too profuse, and 
about some regulations being too profuse, but when you consider the 
many facets that must be put within the four corners of a regulation, 
you will find you can’t leave out many words or somebody is going to 
squeeze through a regulation that can be shot full of holes and in the 
final analysis you have no regulation. 

Mr. Prncx. In my particular field—I am not speaking about the 
policy now of the AVC—we are not issued any regulation ; we usually 

t the word from someone in an unofficial capacity, through lending 
institutions or through the National Association of Real Estate Boards, 
and if you are not a member of that group you do not get that infor- 
mation; you have to read it in the paper. It is never official and you 
don’t know how right that is. 

Mr. Mutter, I think our emergency agencies are all following the 
policy at the present time of issuing a regulation; and together with 
the regulation, almost a part of it, they give you a digest of it so you 
do not have to read the whole regulation to find out if it applies to 
your particular industry or your particular firm. 

Mr. Davomas. Mr. Chairman. 

Mr. Murer. Yes, Mr. Dalmas. 

Mr. Datmas. Mr. Pinck, in connection with information from the 
Office of Price Stabilization, is that the one which you referred to as 
having 36,000 words, the regulation of OPS? 
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Mr. Prncx. Yes; No. 7 of OPS. 

Mr. Datmas. It has been proposed by the chairman of the committee 
to OPS that they utilize the 6,000 outlets established by the Depart- 
ment of Commerce to make available to everybody information re- 
garding the OPS. regulations so they can get it more quickly and not 
have to read it in the newspapers, as the witness says. 

Mr. Mvuurer. Mr. McCormick, do you know whether the Office of 
Price Stabilization has taken any action on that recommendation ¢ 

Mr. McCormick. Mr. Chairman, we have. Our Information Di- 
vision, under Mr. Miller—who has now left the organization—several 
weeks ago made contact with them and found we were already using 
that facility, but we are now using it to the fullest extent. 

Mr. Daumas. Mr. McCormick, will that go out through all the out- 
lets in the banks, chambers of commerce, and all of the other institu- 
tions that were in that cooperative program ¢ 

Mr. McCormick. I am told the - is being used to the fullest 
extent, Mr. Chairman. 

Mr. Daumas.. Then, sir, you can probably get that information from 
the Paterson Chamber of Commerce. 

Mr. Pinck. Yes, sir. 

Mr. Murer. Many times banks and other institutions, in order to 
promote their own good will, will take a release that comes to them 
which is official and simply reprint it on their own letterhead or in 
their own paper, which carries along with it some advertisement of 
theirs and comes to you as their expression of opinion. 

As I indicated, the various Department of Commerce offices and the 
other outlets of the chambers of commerce, some 6,000 of them estab- 
lished throughout the country, will have all of that information made 
available to them where the public can get it very quickly. 

Thank you. 

Mr. Pincx. Thank you. 

Mr. Muvrer. Mr. Traum. 


STATEMENT OF MAX TRAUM, PRESIDENT, SACKS-BARLOW 
FOUNDRIES 


Mr. Muvrer. Your full name and address, sir? 

Mr. Traum. Max Traum, 357 Wilson Avenue, Newark, N. J. 

Mr. Mvuvrer. You may proceed, sir. 

Mr. Traum. I am here this afternoon merely on this pig-iron situ- 
ation, I understand Mr. Carter was here before me. 

Mr. Mutrer. Yes; Mr. Carter was here and gave us a rather com- 
plete explanation of that problem. 

We had a very fine explanation of the problem given to us yesterday 
in Brooklyn by Mr. Taylor. If you care to add anything, we will be 
happy to hear it. 

Mr. Traum. I am president of the Sacks-Barlow Foundries, located 
in Newark, N. J. We are in the foundry business, producing gra 
iron, malleable iron, semisteel, and ductile iron castings which are all 
essential to the defense effort and important civilian needs. We have 
been in business since 1826 and employ over 400 people, which, by 
figuring the average family of three, calculates a minimum of 1,200 
persons depending upon their incomes from our concern. We are an 
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essential industry, as we make castings for the machine-tool industry 
and other important basic industries. Our castings very often are 
used as component parts of items made of steel, and so forth. 

My purpose in appearing here today is that we are very much con- 
cerned about the pig-iron situation. Pig iron is the essential metal 
used in making castings and is a prime material of our industry, as 
the molten metal derived therefrom becomes the finished product. 
Pig iron is being produced by blast furnaces controlled by the steel 
companies either directly or through stock ownerships and is also used 
in the making of steel. These furnaces make basic pig iron for steel 
and gray iron and malleable pig iron for the Sitletes The quan- 
tities of each and the distribution thereof depends ~ ae the desires 
of these companies. When the production and distribution of these 
different grades are kept in the proper proportion, there is enough pig 
iron for the foundries. What concerns us greatly is that we are not 
only receiving less pig iron than in 1950, but the amount is diminish- 
ing monthly, so that for the month of April we will receive only 50 
percent of our normal requirements, and the May outlook is even 
worse. A continuance of this process would in a short time compel 
us to close our plant. Let me remind you that during the last war 
our foundry was 100 percent on war work and that many urgent items 
are made of gray iron and malleable iron and not of steel. 

We are told that the production of pig iron is greater now than it 
ever was. If this is so, why are we being allotted a continuously 
diminishing amount by the preducers? Why can’t we get at least 
the amount, for instance, shipped last year notwithstanding the fact 
that much more is needed during the period as requirements are 
greater? It is apparent that pig iron is being taken from the require- 
ments of the foundries and being used elsewhere. A check of the 
amounts allotted to the various districts by the pig-ireon producers 
for foundries we are certain will show a decided cut and diminishing 
amounts as compared to previous normal allotments, and our district 
seems to be affected to a greater degree than elsewhere. 

Gentlemen, this is the serious problem that the foundries are con- 
fronted with and, unless something is done to correct the condition, 
could lead to serious damage to our industry, that is vitally essential 
to both the defense and important civilian economy. 

Mr. Murer. Where do you think the pig iron is going ¢ 

Mr. Traum. Into the making of steel. They have enlarged the 
steel plants. This is just my opmion; but scrap, as we know, is short. 
They have to use either scrap or pig iron. Those that control the 
ants use it for making basic pig iron and they use it in steel making. 
Vhen anything happens to the blast furnaces, it is the foundries that 
suffer, the foundries throughout the country. 

The reason I am very thankful that I was able to appear today is 
that during the last war we had a similar circumstance and the steel 
companies were able to sell the people in Washington, for a while 
anyway, with the idea that steel was so essential that no one else was 
entitled to have it, until they discovered you could not make tanks 
without having some malleable or gray iron foundries. We made 
parts for the B-29 bombers, and you could not do that without the 
gray iron or malleable iron, and then, of course, we got our pig iron. 

Mr. Mvtrer. We still need bombers and tanks, don’t we / 
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Mr. Traum. Yes. This time we are in a worse position because at 
this stage of the effort last time the civilian economy was not as ex- 
tensive as it was before the Korean situation. There were inventories 
of everything we needed, or over the inventories, and you could go 
along with a diminishing amount before you got into this war work to 
a great degree. Now it is very different. We are held to a 30-day 
supply of stock, and if we are held to 50 percent in 2 weeks, how long 
can we go? 

Mr. Mutrer. What is your suggestion as to what should be done ‘ 

Mr. Traum. I would suggest that a check be made to see that the 
foundries are getting the same proportion of pig iron that they did, 
for instance, in 1950, in the production of bie iron, : 

Mr. Mutrer. Have you taken your problem up with NPAt 

Mr. Traum. Yes; we were down here in Washington. There is 
nothing they can do, because it is not allotted. It is up to the steel 
companies as to whatever they want to give you. 

Mr. Murer. When were you there ? 

Mr. Traum. I was there about 6 weeks ago. 

Mr. Murer. Whom did you talk to? 

Mr. Traum. I talked to Mr. Claussen, and he said there is nothing 
officially that they can do. : 

I would also like to suggest one other thing, if you don’t mind. 

Mr. Mutrer. Yes. 

Mr. Traum. I think this point that I mentioned today, of checking 
the allotments to the various districts, is very important. In other 
words, even what is available I don’t think is given out in the proper 
proportions. I think it is being diverted to certain sections of the 
country. 

In the last war we had a similar situation. For instance, the 
Ordnance in New York needed certain parts. We could not make it, 
but the foundries out near the coast could. That was going to the 
Pacific warfare, and the foundries out near the coast got it, and they 
got the pig iron. 

Mr. Dautmas. Mr. Chairman. 

Mr. Muvrer. Yes, Mr. Dalmas. 

Mr. Daumas. Mr. Traum, the committee has been out through the 
Midwest. As you know, that is full of gray-iron foundries and 
malleable-iron foundries, and their problem is similar to yours. In 
addition to a severe shortage in pig iron, they are also faced with a 
shortage of foundry coke and scrap. In other words, the idea of the 
pigs going to making steel is also true of the coke. So, Mr. Chairman, 
the whole industry does seem to have an acute problem. 

Mr. Traum. It could be very damaging. I remember the last time 
I was in the plant there it was a very serious problem toward the 
end; in fact, we had to do some very heroic work for the Army, Ord- 
nance, and Navy to try to get them out of a jam. 

Mr. Damas. Mr. Taylor, who testified in Brooklyn yesterday, also 
pointed out the fact that prior to World War II you had a great 
many independent blast-furnace operations which you no longer have 
because of the rapid growth of the continuous process in the integrated 
steel mills, where the material never gets cold until it comes out as 
a finished product. 

Mr. Traum. That is true. 
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Mr. Muurer. The new steel plant that they contemplate building 
on the east coast here—how is that going to affect your industry ¢ 

Mr. Traum. In my opinion, having been in the industry for a good 
many years, it will not help us at all. We don’t need the help. 

Mr. Datmas. Mr. Chairman, there is one other point that I would 
like to bring out. In issuing the certificates of necessity for plant 
expansion that you spoke of, it was my understanding that provision 
was made that would require the steel companies to supply the foundry 
trade. Whether that is true or not, what do you have to say as to 
that ? 

Mr. Traum. On the eastern seaboard, for instance, they do not pro- 
ose to complete anything until the latter part of 1952, and we are 
in such a precarious position right now that I am very much con- 
cerned about the organization, about the men that work for us, their 
families, because it could upset a lot of things. 

Mr. Datmas. It could upset the war effort. 

Mr. Mutrer. Very easily. I would suggest, as a starting point 
for the industry, that you file petitions for relief with the local NPA 
office in Newark. This will have to be one of the top priority items 
on our committee schedule when we get back to Washington, to do 
something about it, calling the various agencies and seeing what 
‘an be done so directives can be issued to you men to get your 
materials. 

Mr. Traum. You see, we have a rather unfortunate situation at this 
particular time when we have such critical need, and that is a fact 
that there isn’t much DO work that has trickled down to us. It is in 
this in-between period where we are in such precarious position. 

Mr. Mvuvrer. Congress has said many times that we must keep our 
civilian industries alive and going unless we get into an all-out effort 
where we have to convert over to the all-out war effort. In the mean- 
time, we must get the defense effort going and send everything to the 
defense effort, everything that they need first. We must, at the same 
time, keep the civilian industries like yours going; and we will see to 
it that that is done. 

As I said a moment ago, this will be one of our top priority items 
for attention of the full committee. I am quite certain that the full 
committee will meet and ask the agency representatives to come in 
before us and present the entire picture to us, just as we did on the 
aluminum and copper situation. We had executive sessions with all 
the top representatives of Government; we had them come to us in 
executive sessions and give us all the facts and figures, as a result of 
which I think we can take some of the credit for having postponed 
the effective date from April 1 to May 1 of the freeze py and I 
am hopeful that there may be even further postponements of that. 

Now, with the Government knowing exactly what it needs for the 
defense effort, we can give the Government that, and the rest of it 
we are going to channel into the civilian industry, and do it by allo- 
cation, so no one will be hurt and each will get its fair percentage. 

Now your industry is in that same situation. We are aware of it, 
and we will follow through on it, but I think you ought to have each 
of the members of your industry file your petitions with the local office 
of NPA for relief so when we send for the agency head we will ask 
them to come in and give us their reports on what they are doing to 
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help you. And also, with all of the other facts and figures before us, 
we may be of some help to the industry. 

Mr. Traum. Thank you very much. 

Mr. Mutrer. Mr. LeVine. 


STATEMENT OF ROBERT F. LeVINE, VICE PRESIDENT, UNCLE 
SAM’S SHOE STORES, PATERSON, N. J. 


Mr. LeVine. My name is Robert F. LeVine, 76 Main Street, 
Paterson, N. J. 

Mr. Muvrer. You may proceed. 

Mr. LeVine. I am vice president of Uncle Sam’s Shoe Stores, 
Paterson, N. J. 

Mr. Chairman, distinguished gentlemen, and captain, the reports 
issued by your committee and that of the Senate indicates a great 
awareness of the problems of small business. If there is any weakness 
I have noticed, it would be in the area in which I am particularly 
interested—small, small businesses, so tiny that they may have escaped 
your notice and yet, in sum, so large, that millions of Americans are 
directly affected by the economic stability or instability of these 
businesses. 

I refer to the local retail store, the store with two or three employees, 
or the store that is run by Mama, Papa, and Bessie. In the shoe line, 
alone, up until a few years ago, there were approximately 100,000 
stores of this type. Add to this the retail outlets for other kinds of 
wearing apparel and you have some idea of the magnitude of America’s 
small, small business. 

I have mentioned that up until a few years ago there were some 
100,000 shoe stores individually operated. That is not true today. 
There has been a steady increase in the number of small, interlocked 
directorates holding control of more and more stores. During the 

vast 2 years giant chains and factory-supported companies have gob- 
Died up thousands of these small stores. This has led to the cutting 
out of outside purchasers in many factories and pricing the local man 
out of business. Factories, in their expansion, are creating horizontal 
or vertical monopolies. The problem of divorcing manufacturing and 
distribution is one which belongs to the Government under the anti- 
trust laws. The problem right now is for your committee to get 
speedy action in stopping this fairly recent move by the giants in this 
field before the small local operator is completely throttled and driven 
out of business. 

Another general problem I wish to call to your attention is that of 
financing. The small manufacturer has the RFC, but the small 
retailer has only the banks of his community. Bankers are cautious 
people and the ‘small retailer, to them, represents a great risk. The 

result is that where big business can get long-term loans for expansion, 
the small business can get only short-term loans—and at interest rates 
much higher than would be charged the so-called better risk. The 
result is that the av erage small retailer sees opportunity to grow pass 
him by because funds are not available to him in the same Way they 
are to his big competitors. 

I am certain that American business, large and small, does not want 
Government to shoulder all its problems, but since credit is the very 
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foundation of our American business system it would seem to me that 
it is Government’s responsibility to reopen this field when it has been 
closed by those in control. The opportunity to live, through proper 
credit devices, should be given the small retail business. 

I think that you have heard a great deal today about Government 
regulations, their size, their confused state, and the difficulty of obtain- 
ing information, and I do not want to labor this point. However, the 
various media of distribution are not sufficient, in our experience, for 
the small retailer. Most of the time we do not even know of the 
existence of certain regulations and while this may be partly our 
fault I would say that, in the main, the fault is in the distribution 
methods of the Departments involved. If Social Security, Internal 
Revenue, and other permanent agencies of the Government can reach 
us directly with their forms and regulations I can see no reason why 
the new agencies cannot cooperate effectively with the old agencies in 
distributing vital information and regulations. 

I would like to inject at this point it is my knowledge that there is 
a great feeling that CPR-7, the new regulation, is nonpermanent, 
I did not have experience under MPR-580, the regulation under 
which it was patterned, but, as I understand it, there were some reg- 
ulations in force before MPR-580, and I have prepared myself for 
the forms. It takes me an average of 12 days to peruse the informa- 
tion in the final form that they submit, especially when the merchant 
involved feels the regulation is nonpermanent. It is a pretty hopeless 
thing trying to get compliance with the regulation. 

In addition, if the regulation should be changed, we have to pre- 
pare, personally, ourselves, five reports, and it is a loss of 10 full-time 
days, which is a great expense for small businesses. 

I want to thank you for this opportunity to express my viewpoint 
which, I know from personal experience, is the viewpoint of many 
small-retail merchants like myself. The committee can do a tre- 
mendous job in awakening the legislatures and the people to the prob- 
lems confronting our land of opportunity and in seeing to it that 
opportunity is not smothered by bigness. 

Mr. Mucrer. Thank you. Are there any question / 

Mr. McCormick. Mr. Chairman. 

Mr. Muurer. Mr. McCormick. 

Mr. McCormick. I am Leo H. McCormick, of the Office of Price 
Stabilization. 

CPR-7 is the regulation that the gentleman from the American 
Veterans Committee also referred to. I might make this point: We 
are insisting, and insisting daily, that these regulations be drawn 
simply. It is a complex regulation that has to be drawn covering so 
many stores. It is the desire of evervone connected with the Office of 
Price Stabilization, and TI believe of everyone in the emergency agen- 
cies, to simplify regulations. 

On the pricing, you understand there are no forms for those. 

You can present them on your own letterheads. 

Another thing, there is certain manual work, and it is quite burden- 
some to work out the pricing chart. The local offices have not only 
gone about the communities explaining in detail the charts all over 
the country, especially in this section, but they are available for any 
help that they can give you as to how to make them out and how to 
take short-cuts in making them out. 
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The final thing is in connection with the permanency of the regu- 
lation. It is not too old a regulation, and we have no knowledge of 
any immediate change in it. I think, in completing this work, you 
have got back of you a great work. 

Mr. LeVine. I hope so. I only can tell from the experience my 
company had during the last World War where there were certain 
regulations tailored out of MPR-580. In fact, CPR-7 is the expan- 
sion regulation which we were to expect inside of a month. So if you 
prepare the work which is necessary to a general freeze, it will re- 
quire some work, and you would be virtually duplicating it. I am 
referring now to a store where there may be two men or three men. 
For a man to come in off the floor and go up to an office and start to 
prepare the charts it means a great loss to an individual business, 
where everyone must be productive in order for the business to make 
a go. It is only on the basis that if there were some other way of 
caliadien this without the great amount of manual work—and it is 
a great amount—that I think a great mistake was made in tailoring 
it this way. 

Mr. Mouvrer. Mr. O’Donnell, is Mr. LeVine right in his statement 
that retail merchants cannot come to the RFC and ask for help? 

Mr. O'Donnewtt. The RFC is not solely for small manufacturers, 
the RFC has been extended to all legitimate businesses, with one ex- 
ception, certain retailers are not included in the — You are 
certainly eligible for consideration, and RFC is ing such loans 
across the country. 

Mr. Muvrer. And for this area he should apply to 44 Pine Street ? 

Mr. O’Donnewu. He should apply to 44 Pine Street, New York 
City. 

Mr. Murer. So if you have a concrete problem I suggest you call 
there, or write there and present it to them, and I am sure they will 
help you, if they can. 

Now with reference to the monopoly practices that you referred 
to, as the result of the activities of the Small Business Committee of 
the House in the last session, Public Law No. 899 was enacted in an 
effort to eliminate the loopholes in sections 7 and 11. If you have 
any information on which the Federal Trade Commission can act 
in order to break up any such monopolies and stop any unfair prac- 
tices which are hurting your business, I suggest you send the facts 
to the Federal Trade Commission in Washington and they will in- 
vestigate and take action. 

Mr. LeVine. Thank you. 

Mr. Movrer. Thank you, sir. 

Is there a representative of the Chamber of Commerce of Paterson 
here who wants to be heard? 

Mr. Was. Yes, Mr. Chairman. 


STATEMENT OF FRANK WAS, MANAGER OF THE MANUFACTURERS 
DIVISION OF THE GREATER PATERSON CHAMBER OF COMMERCE 


Mr. Muurer. Will you give the reporter your full name, address 
and affiliation ? : 

Mr. Was. Frank Was, 45 Church Street, Paterson, N. J. 

I am manager of the manufacturers division of the Paterson 
Chamber of Commerce. 
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Mr. Murer. You may proceed, Mr. Was. 

Mr. Was. Mr. Chairman, Captain Randolph, and gentlemen, the 
Greater Paterson Chamber of Commerce and its manufacturers and 
distribution divisions is sincerely grateful for the time which you dis- 
tinguished Congressmen are placing at the disposal of the noes in the 
Paterson metropolitan area. We are grateful because you are at- 
tempting to help us solve some of the problems that have arisen in 
this area primarily due to the fact that we are engaged in a great 
national defense effort. 

Our more than 1,100 industries in this area are roughly divided 
into 30 percent of the total employees in the textile industry which 
embrace weavers, dyers, and finishers and the service industries con- 
nected with these two which consist of a jacquard card cutters, de- 
signers, harnessmakers, and other services in this connection. Fifteen 
percent of our industries employmentwise consists of the needle trades 
and we have well over 7,000 sewing machines engaged in this great 
industry. Another 15 percent represent machine and machine tools, 
much of which is the manufacture of machinery for the textile in- 
dustry in this country and in foreign countries. The great remaining 
40 percent represent a tremendous versification—paper and paper 
products, plastics, rubber, twines, cans, chemicals, f products, and 
many others. 

These industries are small industries. With the exception of five 
or six they all number far less than 500 employees. Because they are 
small they are far more vulnerable to the natural laws of economics, 
namely, supply and demand, and being so vulnerable to the natural 
laws of economics, they are therefore extremely vulnerable to the 
unnatural laws of economics, namely, artificial controls and the by- 
products of artificial controls. 

So our defense effort as we have chosen to call it to date inevitably 
brings much dislocation to the industrial areas, but more than that 
it brings extremely grave problems to the minds of small-business men 
and their employees who as patriotic Americans immediately see 
opportunities to serve their country along the lines in which their 
experience has skilled them. 

Since World War II through the careful planning of the large 
companies in the United States and a carefully thought-out and de- 
veloped industrial expansion program, the industrial tapacity of this 
country has rapidly grown to the point where we have reached a 
productive output of supplies for armed services practically equal to 
the top production of 1945 and, in the Paterson area, less than 5 per- 
cent of the industries are engaged in defense production either 
through prime contracts or subcontracts. 

During World War II we were feeding and clothing the people of 
all countries and in addition were supplying materials of war for the 
armies of all of our allies as well as our own. Because of the in- 
tensity of the conflict vast quantities of civilian goods and military 
goods were being consumed as rapidly as they could be produced. 
Relatively small quantities of arms and munitions of war are being 
consumed in the Korean conflict, and the North Atlantic Pact nations 
as well as the Asiatic countries are producing civilian goods far 
greater than is needed to supply their own nationals. Therefore huge 
inventories have accumulated in both military and nonmilitary goods 
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and our great Nation finds itself in the midst of a temporary recession 
because supplies exceed the demand. 

Many small industries whose production is not sufficient to fill the 
normal demand for goods in our civilian economy find themselves 
hamstrung by coun that have not been carefully thought out and 
which in many cases are needless. In the midst of plenty they are 
unable to find the raw materials necessary for them to produce what 
they can easily sell. 

Wages have risen in many nearby plants totally engaged in defense 
production activities so that their employees are attracted by higher 
prices paid by defense plants. The uncertainty that prevails in the 
minds of smaller-business men due to these conditions, the inability 
to get firm price commitments on future orders and therefore to take 
orders at a firm price, have made it impossible to look to the future 
with any knowledge or any confidence as to what it may bring. 

We do not expect our elected Representatives to the Congress to 
turn into “miracle men” and immediately turn the present confusion 
into an orderly procedure but we do wish to extend our offer of assist- 
ance in every way possible to your distinguished committee and staff 
and to our Government to help bring about a realistic approach to the 
unnatural problems that exist in this country, in the hope that we can 
benefit the Nation as a whole and specifically our own community. 

Mr. Muvrer. Thank you very much, Mr. Was. 

I think the slight demonstration our our activities here today has 
indicated to you the willingness of all Government agencies to cocp- 
erate with small business and help them solve their problems. I 
think your chamber of commerce can be of tremendous help to this 
community and to the Government and defense effort by continuing 
the cooperation which you have already extended thus far, and acted 
as liaison officer between your community and the various agencies, 
I know you have been using the chamber of commerce as an outlet for 
information, and I think it will be very helpful to channel them to 
the various agencies that want to help them, and can help them, and 
also keep us advised on the committee of your special sedblenns as they 
may arise from time to time. 

Mr. Was. Thank you very much, sir. We stand ready to do every- 
thing we can to be of assistance. 

Mr. Mutrer. Is there anyone else here who has not been heard yet 
and who would like to be heard ¢ 


STATEMENT OF ERNEST C. LUNDT, PRESIDENT, ERNEST C. LUNDT, 
INC., LITTLE FALLS, N. J. 


Mr. Muvrer. Will you state your name, your address, and your 
affiliation for the record ¢ 

Mr. Lunpr. Ernest C. Lundt, 24 Prospect Street, Little Falls, 
N. J. I am president of Ernest C. Lundt, Sess, route 6, Little Falls, 
N. J. 

Mr. Mutrer. You may proceed. 

Mr. Lunvr. Mr. Chairman and gentlemen of the committee, and 
lady, we are a small manufacturer of gas house heating and mdus- 
trial gas burner equipment. Because of the fact that gas for house 
heating was restricted for some time, we started to make oil-fired 
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warm furnaces. Last year that business was moving along very nicely 
when the Korean conflict started. We were able to get the heavier 
gage steel for the heat exchanger of the furnace, but had great difli- 
culty in getting the light gage steel for the cabinet of the furnace. 
Finally we found ourselves with a stock of heat exchangers and no 
light gage steel to finish the units. Even gray and black market 
sources could not supply the light gage in quantities to keep produc- 
tion anywhere near an eflicient operation. With housing still essen- 
tial industry and employing a large percentage of labor by small 
business I don’t see why the program of 1948 cannot be repeated to 
allocate steel for the heating and other essential housing requirements. 
Our trade association has been in Washington working on this but 
to date the subject is still very confused. It has not been turned down 
but it has not been given any encouragement. Housing starts in this 
area have been quite high and will be in trouble if heating equipment 
becomes scarce. You can’t sella house without a heating unit. 

Last August, because of the fact that it looked as if the country 
would be on a semiwar footing, we contacted many large defense 
plants in this area. We gave them our facilities list; from time to 
time we would contact them and get the same reply. They had letters 
of intent from the Government to tool up, but had no definite order 
for large-scale production. Up to this time, they could take care of 
their work in their own plants, with the help of their peacetime sup- 
pliers. Yet the Government had restricted the flow of raw materials 
to peacetime industries and no defense work has been made available 
to industry in sufficient quantity to take up even part of the slack. In 
spite of this situation, new machine shops of all types are springing 
up. It is hard to conceive that these new jobbing machine shops 
would invest thousands of dollars in plant and equipment and dupli- 
cate facilities that we and many other going small manufacturers 
have available unless they have the inside track to subcontracts. I 
feel that no subcontracts should be let to these post-Korean shops 
until the available established small-business manufacturers have 
taken all of the work they can handle. 

Another condition has been brought about by these new jobbing 
shops springing up. To obtain skilled manpower they are pirating 
men from established shops. I believe manpower should immediately 
be frozen as it was during the last war. If the Government waits too 
long the condition will have become chaotic. 

The RFC was set up to take over where a bank could not lend money. 
Our experience is that they are as tough as a bank even when collateral 
far in excess of the requested loan is available. I believe a smaller 
business corporation should be formed within RFC to take care of the 
little fellow as the Lustrons and the like. 

Accelerated plant w rite-offs for the big fellow is easy but how is a 
small-business man going to get into the latest plum that has been 
devised to make the big fellow bigger. They are pirating men from 
established shops. I believe manpower should immediately be frozen, 
as it was in the last war. 

Mr. Muvrer. Thank you, Mr. Lundt. 

You did say your industry presented your case in Washington ? 

Mr. Lunpr. That is right. 

Mr. Mvucrer. How long ago was that ? 
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Mr. Lunpr. We have been at it about, I think, since last August. 

Mr. Muurer. How recently have you made any representations to 
the agencies in Washington for relief ? 

Mr. Lunpr. Well, we received a report only within the last week, but 
this thing is still very confusing. 

Mr. Murer. Where did that report come from? 

Mr. Lunvr. The National Warm Air Association in Cleveland. 

Mr. Murer. Have you presented your own problem to any of the 
agencies ¢ 

Mr. Lunopr. No. 

Mr. Mutter. I think you ought to do that. I think you ought to take 
up your individual problems on your own behalf and see if you can’t 
get the relief that you need. That I think should be done, in the first 
instance, through the local office of NPA, Newark, and then let us 
know whether or not you are getting the help you need. 

Mr. Bartlett, do you want to comment on this? 

Mr. Barrierr. | would like ask Mr. Lundt if he thinks the con- 
trolled materials plan will help the situation, which will become ef- 
fective July 1. 

Mr. Lunpr. The problem is that the light gage steel is in very short 
supply. 

Mr. Barrierr. You use sheets wholly ? 

Mr. Lunpr. We use sheets of 22-gage and lighter, and on the heat 
exchanger we use heavier material. 

Mr. Davmas. Mr. Chairman. 

Mr. Muvrer. Mr. Dalmas. 

Mr. Damas. I would like to say for the record that before Korea 
light gage sheets, as you know, were in short supply. 

Mr. Lunpr. That is right. 

Mr. Datmas. In 1949 we produced, 20-gage and over, 19,000,000 
tons of hot and cold rolled sheets. 

Mr. Lunpr. Yes. 

Mr. Damas. The demand at that time was 25,000,000 tons. The 
industry had not expanded sufficiently to take up the slack even before 
Korea. Now, with your freight-car program and your ocean-vessel 
program, and other programs using plates, that supply has continued 
to be cut back, without new facilities being built. They say within 
the next 2 years new facilities will be built, but that doesn’t help you 
at the moment. I simply want the record to show that this light-gage 
steel-sheet problem has been one that has existed for the last 2 or 
3 years, even before Korea. 

Now there is one other point I would like to get clear, and that is, 
just what is it that your industry has been trying to get done in Wash- 
ington? Do you want to be declared a defense-supporting industry, 
or something of that nature? , 

Mr. Lunpr. In 1948 the warm-air-heating industry especially re- 
ceived allocations for warm-air furnaces and for the duct oak re- 
quired in the houses. 

Mr. Datmas. You mean allocations from the steel mills? 

Mr. Lunpr. Yes; through Government directive. What I was driv- 
ing at was we would like to duplicate that program. : 

Mr. Datmas. What you are speaking of is what they called the in- 
dustry cooperation program, which was administered by the Depart- 
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ment of Commerce after World War II, after an act of Congress. 
That act expired about June 30, 1949. Now really, under the Defense 
Production Act, you do not have any need for this industry coopera- 
tion program, but what you have need more for is a better distribution 
of materials, either under the CMP’s or some other plan. 

Mr. Lunopr. If they allow the housing to start to take place they 
will have to make provision for having the housing heated right. 

Mr. Datoas. That is correct. 

Mr. Muurer. Otherwise they better not build the house. 

Mr. Lunor. That is right. 

Mr. Datmas. In other words, in a great many areas they have made 
application as defense areas, which ‘freezes a certain amount of ma- 
terial to complete the dwellings in those areas. 

Mr. Mutter. That is right. 

Mr. Lunpr. Northern New Jersey is probably going to be one of 
those areas. 

Mr. Damas. And they have made application ? 

Mr. Lunpr. Yes; they are working on it. 

Mr. Datmas. Then there is a prospect that under that situation you 
would get materials for your furnaces. 

Mr. Morter. Thank you, Mr. Lundt. 

Before I call on you, Mr. Zimel, I would like to ask General Thomas 
if he would like to add anything to our record here. 

General THomas. Yes; | would like to explain what we have done. 

As a result of what the Curtiss-Wright people did in January, we are 
very much interested in preparing some kind of exhibit for those who 
might be interested in subcontracting in the New York-New Jersey- 
Pennsylvania area, in fact, the whole eastern part of the United 
States. It took us about 3 to 6 weeks to prepare this, with the necessary 
publicity. We wrote to or contacted verbally 50 of the largest con- 
tractors in this area. Of that number 28 agreed to attend. 

They prepared an exhibit showing a few samples of items that they 
were interested in having subcontracted. They also furnished a man 
who was capable of explaining the item or items, and the tolerances 
and machine work that was required, and the machinery that was re- 
quired, and the experience required to do this work. 

This exhibit took place the last part of ~ escange at 67 Broad Street, 
New York, and occupied an area, I would say, twice as large as the 
room we are in now, somewhere around 3,000 square feet. 

There were approximately 5,000 visitors in the 2 weeks that this 
exhibit was held. Now there were 5,000 different contractors. There 
were more people in that, but 5,000 registered. Of that number, we 
have received replies from well over 50 percent. I might mention they 
were all registered as they came in, and we then contacted them, or 
wrote to them, after the meeting was completed. We asked them 
whether they thought they had received any benefit at all, whether 
they would be willing to attend another exhibit, and also whether or 
not they had received any contracts as a result, and, if so, in what 
money value, and whether they had any tentative contracts. We also 
wrote to the prime contractors and asked them practically the same 
questions. We have received replies from, as I say, about half of those 
who attended. Definitely, they said they have received $486,006 worth 
of work. The prime contractors confirmed that. 
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They state that tentatively they contemplate somewhere around $4 
million worth of work. The number of definite contraets involved 26 
different people, and the number of tentative contracts involved ap- 
proximately 150. 

As to whether or not they secured any benefit, approximately half 
of them said, “No,” they received no benefits, but 90 percent of them 
said they would like to attend another one, if we held it. That in- 
dicates to me that possibly we did not display a large enough exhibit 
there to interest enough people, or, rather to impress on them the work 
that they had a chance to participate in. 

I believe that conferences like that, or exhibits like that, could be 
held in various parts of the country. The Air Force, as the result 
of this thing, definitely decided to do so. In a news release of last 
Sunday they state that all of the procurement offices, like my own, 
will hold such conference, or such exhibits. The next one will be held 
the last week in this month in Chicago. 

I believe they would be of more value if all of the defense agencies 
were under the same roof. Now some of my people don’t believe 
that, they think that maybe then the field would be so scattered and it 
would be more like a fair than an exhibit, that the people would not 
have enough interest in it, or pay enough attention to it to warrant it. 
I am not so sure that that is so; a least, I would like to see someone 
try it. 

Tt is abolutely necessary, if you hold these meetings, that the prime 
contractors furnish rem who know what they are talking about, 
so when they talk to a man they can tell right away whether he is 
going to work to tolerances of about 0.1 of an inch or whether he can 
get to 0.0010 of an inch. Also there is no use showing a man that 
is in a rough shop a precision bearing and wasting your time with 
him. On the other hand, I was very much against the trade associ- 
ation’s screening people who came into our meeting. Some of them 
wanted to do that—and from some of our results, from the answers 
we got, maybe they knew what they were talking about—but I believe, 
from a publicity rome > and public relations standpoint, it is 
better if we just open the door for anybody to come in, whether he 
has got some machine to brake some metal and bend it, or whether he 
has a shop that can do gyro work. 

‘Fhen they find, if we open this door, there is nothing sacred about 
the defense work. That is the biggest problem today. Nearly every- 
body that comes before this committee seems to have the idea that 
there is a sacred way that they can get under the table, or that some- 
one is doing that. ‘They seem to think that they would get more con- 
sideration if they knew the right people. I don’t say everybody feels 
that way, but I know there is a feeling to that effect. That is not 
true, but if you start screening people you make them believe it is 
true. 

There is another thing: There is no royal road to Army, Navy, or 
Air Force contracts, just the same as there isn’t any royal road to 
success in civil life. You have got to go out and ring the bells and 
work for it. 

In addition to this exhibit we have a permanent office in New York, 
the Eastern Air District, where we have a man who runs what we call 
the contractors’ relations section. We have there a list of those who 
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have prime contracts, divided as to airframes, engines, instruments 
and accessories, electronics, and I would say that we have people 
there listed who represent well over $500 million worth of work. 
We furnish that to practically anybody who comes to our office that 
we believe is a bona Pde contractor, and that is open to anybody here, 
but that is as far as we can go. 

I think it is the job of the prime and the subcontractor to get to- 
rether and agree as to the ability of that man. I cannot put myself 
in the position of going to Curtiss-Wright and saying, “Here is a man 
that can do so and so.” If that man falls down and I start hollering 
to him as to why he isn’t in production, Mr. Hurley turns ssemed 
and says, “Well, you brought him in.” I haven’t got an answer to 
that. "hat is what the prime contractor is paid for, that is part of 
his profit, and he should have the capability of policing the people 
as they come in and selecting the right people. 

Right now, if there is anybody that could do those disc wheels on 
that jet engine, if he could do those jet plates, or do any type of pre- 
cision bearing, gentlemen, there are millions of dollars worth of work 
waiting, and I can send you to the place right away. 

Unfortunately, many of the people who have come here and who are 
being closed down, that does not help them any, because they are not in 
that type of work. ‘The same way on plastics and a lot of other things. 
Iam afraid you will find out, as you get around the country, that there 
is a certain period in here where the slack of commercial business will 
not be taken up by Government contracts, and it is mostly because of 
lack of materials, that is what is causing it. It isn’t the facilities so 
much, I don’t think, it is the lack of materials. Of course, in some 
places in our work we are finding it is lack of trained personnel more 
than anything else. 

Another thing is gyro work. Anybody that can do gyro work can 
get plenty of work. 

Mr. Mourer. Thank you very much, General Thomas. 

General, you remember during World War II there was the PIT 
train that went throughout the country with a visual exhibit of the 
parts of the leading manufacturers. 

General Tuomas. Yes, with gun parts, and so forth. 

Mr. Mutter. Don’t you think that might be revived with unified 
action by the three services to do something like that? Take your 
plan of an exhibit, of course it would require trained personnel to take 
that around and to talk to people. 

General Tuomas. That is right. 

Mr. Movtrer. Do you think that might be worked out ? 

General Tuomas. I was not here during the war, I went overseas 
early and stayed late so I do not know what the results were on that, 
Mr. Chairman. 

I would say if you can get the prime contractors to give the per- 
sonnel who are sufficiently trained to go along on that train, that might 
be a good idea. My thought is that you cannot get the prime con- 
tractors to give you that type of people for more than a week at a 
time, and that is the reason I am afraid such exhibits as I talked about 
would have to be limited to two or three. We could have one on the 
east coast, one on the west coast, and one in the central part of the 
country. That is not going to satisfy the small-business man, though. 
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There are too many that live some distance away. I had men come 
even from Florida to this place in New York, sj also some from the 
Carolinas, two or three. 

If you can get them to agree to put engineers or production people 
on those trains, people that know what they are talking about, it would 
be well worth it. 

These companies, of course, have to believe this: That they are going 
to get something out of it. They will go along for good will and for 
public relations a little while, but after a while they will be saying, 
“Now, what are we going to get out of this?” A good example is 
Curtiss-Wright. They have been watching since January—and I 
don’t know whether their representatives are in the room now—and I 
believe they still have some on the road. 

Mr. Gray. We still have several people going out. 

Mr. Muvter. You say you still have several people going out? 

Mr. Gray. We still have several production io engineering people 
going out and interviewing subcontractors, and then after we inter- 
view we go around and check up on the facilities. 

General Tuomas. I would like to add one more thing to this. I am 
not, of course, in a position to set policy on procurement for the Air 
Force, but I can tell you this, that it has not been the Air Force’s 
policy to build any new facilities until we use up what we have today, 
and we haven’t used them all up yet, gentlemen, and we haven't used 
those that the Government built during the last war, and we are not 
thinking like these people, the gentlemen who have been here who 
have shops gradually closed down and have spare machinery, so our 
idea is we should put this out and should take advantage of it. 

Many of the jobs—I do not want to be too optimistic, I do not 
want to tell you we have the whole story here in this explanation I am 
giving, because many of these are tough jobs, the tolerances we ask 
these people to work to are very close. That is all the more a reason 
why a visual exhibit is better, because some of the quartermaster’s 
items, and items for general equipage are not to as close a tolerance. 

I do not want to deliver a speech here, but I want to tell you this 
too: I was disappointed on that exhibit in New York, because even 
with the large crowd we had, all I could put my finger on directly was 
$480,000 worth of work that is actually signed up, although they say 
there is approximately $4 million more that they would expect to get. 
I thought we would get more than that. 

Mr. Mutter. It is a good start. 

Captain Ranvoten. Mr. Chairman, may I ask General Thomas a 
question ? 

Mr. Muurer. Yes. 

Captain Ranpotru. Do you have displays of the procurement items, 
with the actual item and a breakdown into components? I think that 
would help the small-business man if each procurement district had 
their own exhibit of items which they procured. For instance, if the 
New York quartermaster people, and the New York ordnance, and the 
Navy aie had a display of the items they were procuring, and 
then give the subcontractors who were visiting there a list of the 
prime contractors, it would help. ; 

General Tuomas. It might help. That thing is, when they come in 
all they do is look at it. If the man has made it before, he knows 
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something about it. In many cases he comes in to ask questions about 
tolerances, and the type of machinery, and when you get into that 
you will have to have somebody stand there and talk to him about 
that, and sometimes questions of money come into it, too. 

Mr. Moutrer. I was myself impressed by one thing that happened 
in the exhibit at 67 Broad Street that General Thomas was telling 
us about. A man who was in the business of manufacturing fishing 
tackle came in. He thought he would practically throw up his hands. 
He could not find out what the man manufacturing the fishing tackle 
could do. He walked into this exhibit and saw on display a Bendix 
item, and he saw where he could be fitting his plant right into the de- 
fense effort, and from making fishing tackle he is using his plant 
facilities for winding the wire that is necessary for that Bendix prod- 
uet. ‘That is why the exhibit alone is not sufficient. You have got 
to have someone there who can talk about it independently and tell 
him what each component part means and how it can be done. 

Thank you very much, General. 

Mr. Muurer. Does any other representative of a Government 
agency have anything to contribute to this record ¢ 

Mr. Lunpr. I was at that exhibit on 67 Broad Street, and I never 
did get any of those lists. I gave them my second facilities list in 
August last year. But I also will say this, that 3 weeks ago I did 
get a request to quote on six jobs, which I did. They have not been 
let yet. 

General Tuomas. I wish you luck. 

Mr. McCormick. Mr. Chairman, I would like to comment briefly 
and say it has been a privilege to be here in this community and to 
speak to the businessmen here in Paterson and the neighborhood. 
I would like to express, on behalf of the Office of Price Stabilization, 
many thanks to Mayor DeVita for the fine hospitality, and also the 
fine work of the chamber of commerce. 

I would like to briefly comment and point to the fact that during 
our 10 weeks of existence we have not only produced and put into 
force about 18 regulations, trying at every turn to watch carefully 
that the regulations would halt the upward trend of prices, but that 
they would not affect adversely not only small business but any busi- 
ness, and in that respect we are bending over backward. We are 
working night and day on additional regulations and they will be out 
in a few days, and, if so, they will alleviate many difficulties in the 
manufacturing industry. We hope to settle this meat situation very 
quickly, which is, of course, very acute. 

Now there are many factors that bring about a halt in the upward 
trend of prices. We feel that the Office of Price Stabilization, in pub- 
licizing these regulations, effective January 26, and establishing some 
90 offices in the States and five Territories, has contributed toward 
this halt putting this halt in effect quite promptly. 

Let us refer to the record and let us refer the folks here to the latest 
daily spot market price index of the Bureau of Labor Statistics. On 
March 10 you had an all-time high on the 28 spot commodities that 
they used in that daily t market price index, 11 food items and 
17 raw industrial material items. Now, the latest figure I have is for 
April 14, and we not only show a halt in the upward trend of these 
important commodities, in the price, but a decided decrease in some, 
and certainly some decrease in practically all. 
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I appreciate your attention. 

Mr. Mutrer. Mr. Rowe. st 

Mr. Rowe. Mr. Chairman, on behalf of General Services Adminis- 
tration, region 2, I want to thank you for the opportunity of having 
appeared with your committee and served your committee, and I want 
to let the chairman know, and the people here know, in addition to 
serving as a procurement agency at 250 Hudson Street, it stands ready, 
through its information office, to assist any individual in locating the 

rocurement agency in New York City, or in the general area of New 
Vork, New Jersey, and Pennsylvania, who will assist him in his par- 
ticular problem of procurement. 

Mr. Murer. Thank you, Mr. Rowe. 

Captain Randolph. 

Captain Ranvoteu. I would like to thank you, too, on behalf of 
the Department of Defense. It has been a real privilege to come out 
here and hear the problems which you ple are facing. We are 
going to help you; we will make every effort we can for you, but the 
only way we can do it is to hear from you. If you do have any 
procurement problems, we would like very much for you to write to 
us at the Munitions Board, Office of Small Business, in the Pentagon 
oe in Washington. We will gladly do everything we can 

or you. 
r. Bartierr. Mr. Chairman. 

Mr. Mutter. Mr. Bartlett. 

Mr. Bartuerr. I would like to thank the good citizens of Paterson 
for the hospitality they have shown us. 

We want you folks to feel you have some contact through our 
Newark district office, and Mr. Carbollay has handled quite a few of 
your problems up to date. We, too, realize that small business is 
extremely necessary to the economy of our country, and we are vitally 
interested in your problems. 

Mr. Mutter. Mr. Joseph Zimel, who is the executive secretary of 
the Paterson Industrial Commission of the city of Paterson. 


STATEMENT OF JOSEPH M. ZIMEL, EXECUTIVE SECRETARY, 
PATERSON INDUSTRIAL COMMISSION 


Mr. Zrmeu. Mr. Chairman, Captain, and gentlemen, I would just 
like to take this opportunity of thanking you instead of you thanking 
us for the hospitality you have shown the city of Paterson, and the 
whole area here, by spending your very valuable time. I know the 
Congressmen missed the important speech in Washington today in 
order to be here, but we are very appreciative of the fact that you 
gentlemen could come. 

I am sure most of our industrialists and retailers and other com- 
mercial 1% have gotten a lot out of this session, and they have 
gotten other help. 

I want to extend the appreciation of Mayor DeVita, the industrial 
commission, and the chamber of commerce, and of those who partic- 
ipated in getting this committee into Paterson. 

Thank you. ‘ 

Mr. Muurer. Now, Mr. Zimel, I hope you will take back to the 
mayor the sincere thanks of this committee for his fine cooperation. 
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We also appreciate the cooperation of the chamber of commerce, your 
commission, and the WMHA which made this building available to us. 

It has been our privilege and pleasure to come here to serve you, and 
I believe the city of Paterson is to be congratulated for the fine 
services rendered to the community by its mayor, by you, and by the 
other citizens of this community who have participated. 

With those remarks, we will declare this hearing closed. 
(Whereupon, at 4:45 p. m., the hearings were « Ser 
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MONDAY, APRIL 23, 1951 


Hovse or REPRESENTATIVES, 
SuscomMiTree No. 1 oF THE 
Sevecr ComMIrree ON SMALL Business, 
Hartford, Conn. 

The subcommittee met, pursuant to notice, at 10 a. m., in modern- 
istic room, Hotel Bond, Hartford, Conn., Hon. Clarence G. Burton, 
of Virginia, presiding. 

Present: Representatives Burton (presiding) ; Abraham J. Multer, 
of New York; Charles A. Halleck, of Indiana; Horace Seely-Brown, 
Jr., of Connecticut; Abraham A. Ribicoff, of Connecticut ; and Antoni 
N. Sadlak, of Connecticut. 

Also present: Victor P. Dalmas, executive director of the select com- 
mittee; Jeremiah Riley, of the staff. 

Present representing Federal agencies: Joseph H. Sheehan, Recon- 
struction Finance Corporation; Walter J. O’Donnell, manager, Office 
of Small Business, Reconstruction Finance Corporation; Leo H. 
McCormick, assistant to the Director, and James Kelly, Office of Price 
Stabilization; Col. O. E. Thomas and Maj. Margaret R. Wharton, 
Munitions Board, Department of Defense; William T. McCormick, 
deputy special assistant to the Administrator, Office of Small Busi- 
ness, Economic Cooperation Administration; Daniel J. Young and 
Joseph E. Byrnes, General Services Administration; John 8. Bartlett, 
field representative, National Production Authority; Frank J. Mad- 
den, Jr., Charles Kearney, Joseph Mosier, Richard Foley, and George 
Gibson, Department of Comerce. 

Mr. Burton. We will call the meeting to order. 

Before proceeding, the press is asked to get through with the pic- 
tures before we proceed with the hearing. 

Gentlemen, of course you know the purpose of these hearings. The 
Small Business Committee was formed to protect the interests of the 
small businesses, and we appreciate that, under present conditions, the 

roblems of that group are greatly drorsel 5 The purpose is to 
ies to you the representatives of the various agencies in Washington 
with whom you may take up your problems, and we hope that, while 
we are here, you will make your personal contacts. They will be 

lad to see you. You can follow through later by addressing them 
in Washington. 

We first would like to present the Members of the House who are 
with us for this hearing. First, I will present Mr. Seely-Brown, who 
is a member of this committee, and ranking minority member of the 
subcommittee present today. Mr. Seely-Brown. 
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Mr. See.y-Brown. Thank you very much. 

It is a pleasure, of course, to have so many of you small-business 
men in Connecticut present here at this hearing. I think all of us 
in Congress recognize that we have a very real responsibility and 
our responsibility is to provide not only for the lives of our people, 
but also to provide for the livelihood of our people. 

We have had many meetings all over the country—this committee 
has—and I believe I can report to you very accurately—and I suspect 
many of you will agree with me—that what the small-business men 
want more than anything else is action rather than words. 

The small-business man has been told and has read a great many 
things, and now he is hoping, at long last, he will be able to get some 
action. I think that is exactly why this committee is here in Hart- 
ford today. We hope that we can provide the very proper help which 
I know you need. 

I might say that the committee has been helpful in many instances 
in providing on-the-spot help. I refer specifically to the work that 
our chairman, Congressman Burton, of Virginia, did about 3 weeks 
ago when he called together all the various agencies in Washington 
which had to do with our aluminum program. As a result of that 
hearing, very definite steps were taken to improve that particular 
situation. It has not been improved as much as some of us would 
like, but the death clause has been certainly modified. 

I think I can also say that the importance of the problem of small 
business can best be emphasized when we remember this—that, if we 
do not take care of the small businesses, the small brick, then the wall 
itself may topple over. That is why it is so tremendously important 
that we do a very proper job in 1 py our small-business concerns 
going during this particular period of crisis. I am very grateful, 
as I know all the members of the committee are, for the work which 
has been done in making this meeting possible by the State develop- 
ment commission. Sid Edwards dod Mary Ashmore have done a 
very good job in behalf of this committee in making this meeting 

ssible, and I do want to thank them in behalf of the committee 

or the work they have done in making this meeting possible. 

I have been asked to announce that the development commission 
has provided registration cards, and I hope everyone here represent- 
ing a business will pick up one of these cards at the back of the room 
and fill them out. ft would aid the development commission and also 
the committee in its work. 

That is all, Mr. Chairman, except to say again that I am very grate- 
ful that your committee is here in Connecticut today. 

Mr. Burton. Thank you very much. We are so happy to have 
you with us. 

You know that it is true that I happen to be presiding today be- 
cause of Washington protocol rather than our friend, Mr. Seely. 
Brown. He has been one of the most effective members of this com- 
mittee, and I want to commend him for the fine work he has done. 

If you have problems, you have your approach through him. I can 
assure you that, if you take that angle of approach, you will 
action. We feel that we are otal fortunate today in having 


the Representative from this district with us. As you know, in Con- 
gress, we are all assigned to one major committee. The Select Com- 
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mittee of Small Business is a special committee of which there are 
nine members. The Representative from this district does not happen 
to be a member of the Small Business Committee, but he has given us 
his support throughout, and he has been kind enough to come here 
today despite having an engagement in Washington which will neces- 
sitate his icaving here to return for that engagement. 

He is a member of that important committee to which we all aspire, 
Foreign Affairs, and he is going to be an exceedingly busy man in 
the period ahead. 

I take great pleasure in presenting | your Representative, Abe Ribi- 
coff. 

Mr. Risicorr. Thank you, Clarence. 

Naturally, on behalf of the city of Hartford, we welcome you to 
the district. I think you gentlemen who have come here are exceed- 
ingly fortunate in having “the subcommittee which you have. With 
Mr. Halleck, Mr. Seely-Brown, and Clarence Burton, you have three 
of the most zealous and capable men in the Congress of the United 
States. 

I understand from the different communities where this committee 
has been that they have accomplished a considerable success. If you 
men here have problems and gripes—and I know you do because I 
get plenty of them—do not hesitate to speak. There are representa- 
tives of every agency here who can cause you headaches or troubles 
which keep you snarled up in the red tape that every businessman 
has. They are here. Do not hesitate to put them on the spot. If 
you have a problem that has not been handled, let them know it. 
As Mr. Burton said, you will have an opportunity sometime today, 
either privately or publicly, to tell them about your problems, and 
they will try to straighten you out. 

I would like to make this one announcement. Mr. Gibbs of the 
Springfield Ordnance states that on May 14 through May 18, in the 
Commonwealth Armory at 825 (¢ ‘ommonwealth Avenue, prime con- 
tractors will display the necessary parts that they wish manufactured 
by subcontractors. This procedure will permit subcontractors to 
inspect and inform prime contractors that they have the facilities 
and the know-how to manufacture the necessary component parts for 
the fulfillment of the prime contracts, and you are all welcome to go 
up there and see what is displayed. 

I want to tell the committee that this community is a highly in- 
dustrialized community, both of large and small business, and I am 
deeply appreciative that you have chosen Hartford for a hearing. 
I want to thank you very much, Mr. Burton and Mr. Seely-Brown. 

Mr. Burron. Today we are fortunate in having with us one of 
the most influential men in Washington. He has traveled a con- 
siderable distance to be with you today. I take great pleasure in 

resenting Charlie Halleck, the minority leader, or the minority 
Leader of the last Congress, and the Republican whip of this Con- 


gress. 
There is no more effective man in the entire House than Charlie 


Halleck. 

We will be glad to hear from you, Charlie. 

Mr. Hatzeck. I would rather hear from these folks, Clarence. 
I think you folks have rather well said it. All I think I will do is 
pass and let us get on with the meeting. 
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I am glad to be here in Hartford. 

Mr. Burron. I am glad to have you, Charlie. I represent the 
ot party, but I suspect I am very much in the minority here 
today. 

M . Hatieck. We won't outvote you. 

Mr. Burton. I will get Mr. Seely-Brown to take over at this 

int. 

Mr. Sre.y-Brown. The first witness that we have listed here on 
the schedule is Mr. D. E. Fisher, who is president of the Hartford 
Element Co., Inc. If Mr. Fisher would please come forward. 

You may proceed, Mr. Fisher. Ff you want to read a prepared 
statement, go ahead. If you would like to file your statement and 
then discuss anything you care to informally, you are free to do so. 
Probably you prefer to read your prepared statement first. 


STATEMENT OF D. E. FISHER, PRESIDENT, HARTFORD ELEMENT 
cO., INC., HARTFORD, CONN. 


Mr. Fisuer. I thank you very much. I did not expect to be called 
up first. We have a very small manufacturing plant specializing in 
the manufacture of electrical heating elements. These elements are 
primarily used for the maintenance and repair of equipment already 
in service, 

The small repair dealer and small jobber basically depend upon 
us for his materials to continue his repair business, and it is par- 
ticularly true where the equipment is no longer available or is more 
or less obsolete. 

Our basic trouble is that our use of critical materials, such as copper, 
a small amount of steel, but primarily nickel chrome, has been cur- 
tailed to us. Washington came out with a maintenance and repair 
order known as DO-97. Upon studying that DO-97, we found that 
it only could be used by large manufacturers, hospitals, and institu- 
tions and did not include the individual heueahel equipment or the 
restaurant field in which the majority of our products are used. In 
addition to that, we found that the International Nickel, which sup- 
plies the nickel, had made a ruling that they would not supply nickel 
on that DO-97. The nickel to us was cut 30 percent—it was cut 70 
— rather—and we now receive 30 percent of our normal supply 
vased upon the last quarter. Ninety percent of our business is based 
upon nickel-chrome alloy. That means that our business has been cut 
down 70 percent. 

We took one of our men and put him on the road looking for sub- 
contract work. As a matter of fact, he is spending day in and day 
out just calling upon other manufacturers for subcontract work. To 
date we have found that the majority whom we have called on-—they 
are manufacturers much larger than ourselves—are, in turn, looking 
for subcontract work. Those that have received some prime con- 
tracts, the majority of them, have not been in a position as yet where 
they could give us any information as to what they were going to sub- 
contract and what they were not. That has created with us a great 
curtailment of our normal production, bringing us down to where at 
the present time we are not breaking even because we cannot get 
enough materials in to keep our entire organization going. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 1501 


The other point is that we are now in a position where we have to 
allocate to all of our customers, which are public utilities, jobbers, 
dealers, distributors, the necessary heating elements, so that it means 
that there is gradually building up a pile of equipment for which 
there are no elements available to repair. This results in the equip- 
ment going out of service or else the customer is going out and buying 
new equipment. That means the use of a great deal more of the 
critical materials than would be used otherwise. 

I have corresponded some with Washington and with the chief of 
the ferro-alloys committee and so far have not been able to get any 
information any more than any of the other manufacturers of our line 
in the country have. 

I might state here that there are only about 12 manufacturers of 
our type in the country who specialize in nothing but the making of 
repair parts and heating elements for the service of existing equip- 
ment. 

During World War II we were considered an essential industry in 
maintaining the equipment that is in the field in order to relieve the 
other manufacturers and in order to prevent the mass buying of new 
equipment which would be using, of course, a great deal more steel, 
aluminum, nickel chrome, and many other critcal alloys. 

We have the space; we have, either in our company or available to 
us, the necessary capital to put in additional machinery or equipment 
if subcontracts were available to us. 

I might bring out that I have found in going through that in our 
field a lot of the contracts have not been put out for bids. They have 
been negotiated contracts, and we know nothing about them until 
after the contracts are completely given. 


I might give you a ‘ eoaml example of that by mentioning one 
of my job accounts ir *~ « contract for some heating 
elements which we n ‘ -i~e a jobber arid 
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pager. — of equipment on which they may have other materials 
in stock. 

Mr. Srety-Brown. Thank you very much, Mr. Fisher. 

I think there may be some questions that the various members of the 
committee who are here would like to ask you. We will start with 
Congressman Sadlak. 

I am delighted to see that the Congressman at Large from Con- 
necticut has joined the committee. He would like to ask Mr. Fisher 
some questions. 

Mr. Sapiax. I have no questions at this point. I regret I was 
late. I did not hear all of the testimony of Mr. Fisher, and I pass 
my opportunity to Mr. Ribicoff. 

Mr. Risicorr. How long has your company been in business? 

Mr. Fisuer. Since 1936. 

Mr. Ristcorr. During the last war what did you do to take care 
of the repair parts in the field? 

Mr. Fisuer. The Government gave us a priority which allowed 
us to purchase enough materials necessary to take care of the equip- 
ment in the field. They also issued a priority to the dealers and 
jobbers so that they could purchase this material. It was specifically 
based on the proposition that it was to be used for repair and mainte- 
nance and was not to be used for the manufacture of new equipment. 

Mr. Risicorr. My only thought was, if there was someone here 
from one of the agencies who could be of assistance to Mr. Fisher, 
it is more important than my asking questions. It is obvious that he 
has a problem in a necessary field, and I am wondering if one of your 
staff is here to answer Mr. Fisher’s problem. 

Mr. See.y-Brown. That is a very good point, and I think it is one 
that it would be wise to take some time on right now. 

Mr. Burton, if you as chairman of the subcommittee would intro- 
duce the various members of the Government agencies who are here 
with us, they may be able to help not only Mr. Fisher but everybod 
else in the group, and they could all see who they are and go an 
talk to them afterward and maybe talk individually with them and 
get some help. 

Mr. Burron. First I would like to present the executive director 
of the Small Business Committee, Victor P. Dalmas. 

Do you have anything to say at this time? 
Mr. Daumas. No. 
Mr. Burton. Mr. Leo H. McCormick, of the Office of Price Stabili- 
atop, Assistant to the Administrator. : ' ' 
Dn ig J. Young, General Services Administration, regional coun- 
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Mr. Bartietrr. We have here the director of our district office, Mr. 
Frank J. Madden. We also have with us Mr. Kearney, Mr. Mosier, 
and Mr. Foley, as well as Mr. Gibson. 

Mr. Burron. We also have Mr. Riley, of the Small Business Com- 
mittee staff. 

Are there others representing agencies who have not been pre- 
sented ? 

It would be well now if the representatives to whom this problem 
was directed would give us an answer. 

Mr. Barrierr. DO 97 was originally devised to keep all plants in 
someon, condition by providing maintenance and repair and operat- 
ing supplies, and is covered by regulation 4. In case your DO orders 
are being dishonored, it is not in accordance with the intention of 
regulation 4, which covers that particular phase; and we will be 
happy to meet with you—our local representatives—and see if we 
cannot get some enforcement on this particular defense order. 

It was originally intended to keep all plants in operating condition. 
Naturally there would be a breakdown if they were unable to procure 
adequate supplies. 

Mr. Fisuer. What about commercial restaurants and household 
equipment ? 

Mr. Barrierr. That covers a wide field. You mean electrical 
equipment ? 

Mr. Fisuer. That is right. I mean things like ranges and cookers, 

Mr. Barrierr. You distribute through jobbers ? 

Mr. Fisuer. Jobbers and public utilities. 

Mr. Bartierr. They should be able to originate a DO-97 in that 
event. 

Mr. Rieicorr. Do you mean if a man has a restaurant and he has 
one machine and he has to have one element, what does he have to do? 

Mr. Bartierr. His supplier is enabled by this to accumulate suffi- 
cient replacement pore or repair parts to service this individual case. 

Mr. Risicorr. What do you find, Mr. Fisher, when you try to do 
that? 

Mr. Fisuer. I find that our suppliers, with the exception of ceram- 
ies, which are not critical anyway, are refusing to honor the DO 97 
in supplying the materials for the parts. 

Mr. Barrierr. That is one thing we would like to get into. We 
have the staff here. We will investigate that particular problem. 

Mr. Hauieckx. Mr. Chairman, my understanding is—and Mr. 
Bartlett can correct me on this—that this new CMP plan, controlled 
materials plan, has been announced, but it is now a closed-end opera- 
tion. Isn’t it still an open-end operation ? 

Mr. Bartuerr. Definitely, until July 1. 

Mr. Hauueck. As distinguished from World War II. He referred 
to World War II where the allocation system ran down to his business 
and he was assured of a definite supply; but, as I understand, under 
the new CMP plan which has presently gone into effect the materials 
will be allocated for defense and defense-supporting industries, and 
ea beyond that everybody is going to have to scratch around to try 
to find it. 

The fundamental question is whether or not that sort of a materials 
program is going to take care of the economy or whether some addi- 
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tional plan will have to be devised, because here is a man who makes 
repair parts; and, as he points out, if he cannot get the repair parts, 
the whole piece of equipment is gone. 

Mr. Fisuer. I might bring out that, as your CMP plan goes into 
effect, it is going to - sodas the amount of new products that can be 

roduced by the manufacturers, such as General Electric, Westing- 
10use, and others; and the demand for the parts necessary to repair 
the existing equipment will go up. Our business holds rather steady 
as the pam Se for the repair parts goes down. We get the demand 
from the original equipment manufacturers because we also make the 
elements for the original equipment manufacturer for his production 
line and for his service department. As he decreases his production 
of new equipment, the demand ag the repair parts for the existing 

uipment goes up proportionately. 
“Dader the CMP. “a we are Gat down, and therefore the cut is 

reater than it would be normally because the demand is greater than 
it would be normally. 

Mr. Bartietr. There is some priority to be established under the 
CMP plan in the distribution of the civilian supplies. In other words, 
the residual materials will be the civilian supply. I think I can safely 
say we are considering a revision of regulation 4, which governs the 
use of DO-97. Frankly, that has been grossly abused by certain un- 
scrupulous people—not mentioning names—and that in itself ac- 
counts for existing shortages. Once we get the CMP into effect, we 
will have a more effective means of controlling the distribution of 
maintenance, repair, and operating supplies under regulation 4, which 
will be revised. 

Mr. See.y-Brown. Mr. Fisher, we are very grateful to you for your 
testimony. I would like to suggest that you and Mr. Bartlett val the 
local representatives have a further conference before you leave this 
meeting. I also would be grateful if, should you find that you are 
still not getting what you Felisve to be very proper assistance, you 
could communicate with the committee as to that fact. What we are 
trying to do in every instance is to follow up to make sure that, if you 
have a legitimate case, everything is done that can be done to hel 
you. We want to follow it up to see that “shea relief is provided. 
We would be very grateful if you would keep us further informed 
as to your particular situation because I think you have brought up a 
very fundamental question which has been developed in some of our 
other hearings. 

Mr. Datmas. DO-97, it has been pretty well demonstrated, is like 
the question of which comes first, the chicken or the egg. Oftentimes, 
these manufacturers cannot supply the necessary repair parts because 
they do not have the material to manufacture the repair parts with 
which to get the DO back from the man who uses it, and we have sug- 
gested to NPA that manufacturers in the position of Mr. Fisher be 
allocated some material with which they can manufacture these neces- 
sary items and, in turn, get DO’s from their customers to turn back 
for additional supplies. In other words, they should allow these 
essential manufacturers of repair items to have a stand-by allotment 
of material. I believe that NPA has that under consideration. Is 
that right, Mr. Bartlett? 

Mr. Barrierr. Yes, sir. 
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Mr. Srery-Brown. Thank you very much. ' 
The statement submitted by Mr. D. E. Fisher, president, Hartford 
Element Co., Inc., follows: 


At your most kind invitation to attend the meeting in the Hotel Bond in 
Hartford on April 23, and extending to us the courtesy of presenting our present 
difficulties due to the defense program, we would like to take this opportunity 
to advise you as follows: 

We are a small manufacturing concern, primarily engaged in the manufacture 
of all types of electric heating elements used for the maintenance and repair of 
electric equipment used in industrial, commercial, hospitals, restaurants, and 
domestic establishments 

This business was originally started in 1936 and has been carried on since 
that date. During World War II we were given a priority rating which allowed 
us to purchase the necessary mica, ceramics, and nickel-chrome alloy in order 
to continue with this business so that the equipment then in use was kept in 
good operating condition. As new equipment becomes scarce, the demand for 
repair and maintenance parts increases proportionately. 

Our customers are the public utilities and electrical dealers engaged in the 
business of repairing electrical equipment who rely upon us for their repair 
elements; and when we are unable to obtain the material necessary to manu- 
facture these elements, they are unable to continue their business of servicing 
consumers’ electrical equipment; therefore, our inability to obtain material is 
directly reflected to businesses even smaller than ours, 

Under NPA Regulation 2, rating DO—-97 was issued for the repair and mainte- 
nance of equipment ; however, this regulation did not provide for the maintenance 
and repair of domestic and household equipment; and, in addition to that, our 
suppliers have informed us that they cannot obtain the materials necessary 
under this DO-97 even when applied for use in industrial and commercial 
applications. 

We feel that the nature of our business as it is in itself, and it was so con- 
sidered during World War II, is an essential industry. It was considered that 
our business of being specialists in the manufacture of heating elements used 
for the service and maintenance of existing equipment was of extreme impor- 
tance, as it kept the preesnt equipment in good operating condition, thereby 
eliminating excessive labor and reduced the amount of materials necessary for 
new equipment which would have to be purchased to replace the old equipment, 
if these essential parts were not available. 

In the over-all picture, our use of such critical materials as nickel-chrome 
alloy, copper wire, brass and steel screws and nuts, and steel unit casings is 
small, and yet it serves the greatest number of people, and also helps the 
smaller-business men, such as electric-appliance dealers, individual service organ- 
izations, and so forth, keep their businesses going, and allows them to render 
to the public a service that is necessary. 

As there are less than a dozen companies of our nature in the country, we 
feel that the most serious consideration should be given to the allocation of a 
rating which would allow companies such as ours to purchase the necessary 
material for the continuance of our business. 

Although we have had one man constantly calling on large manufacturers, 
we have been unable, with the exception of one instance, to obtain any subcon- 
tract work. We have very carefully studied the daily reports issued by the 
chamber of commerce on bids, and have found the majority are in food, clothing, 
and/or ordnance tank center. 7 

Such contracts awarded under which we might be able to make the part are 
usually in such small quantities, and are a standard part with other manufac- 
turers, we would not be in a position to competitively bid. In addition to this, 
we have found in writing for some of the invitations to bid, we have received 
a form postcard advising us that due to the number of requests, the stock has 
been exhausted, and therefore we have been unable to receive the necessary 
specifications and information for bidding. 

We have the necessary capital available to us to install such necessary ma- 
chinery or equipment, and to buy such material as might be needed for prime- 
or sub-contract work as would fit into our business, but, for reasons previously 
stated, and for the lack of complete information as to what materials, parts, 
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assemblies, and so forth are to be subcontracted by the prime contractors, we 
are entirely at a loss. 

At the present time we employ 79 people, many of whom have been with us 
since we originally started in 1936, and we have 10,000 square feet of floor space. 

If such relief is not given, or subcontracts or prime contracts made available, 
we will find it necessary to suspend operations. As the materials we can obtain 
are insufficient to keep our plant operating, any relief we might obtain through 
your committee would be greatly appreciated. 

Mr. Seety-Brown. The next witness is Mr. George A. Ford, presi- 
dent, New London Metal Processing Corp., New London, Conn. 

Is Mr. Ford here? ) 

We are having a transcript of vate we - | here taken down 
and it will be made part of an official printed record of the committee, 
and it is on the basis of this official record that we hope we will be 
able to take the necessary and proper legislative steps, if such is the 
case, in Washington. So all your remarks and comments are indeed 
most helpful to all of us. 

Mr. Ford, you can read a prepared statement or follow through in 


any way you find most convenient. 


STATEMENT OF GEORGE A. FORD, PRESIDENT, NEW LONDON METAL 
PROCESSING CORP., NEW LONDON, CONN. 


Mr. Forp. Thank you very much. 

Before I learned of the time limitation on the preparation and 
presusiasien of testimony, I had a half-hour statement prepared, but 

am going to reduce that by speaking informally without notes. 

Mr. Sapitak. Would you care to make the statement of Mr. Ford 
as part of the record ? 

Mr. Srecty-Brown. He knows that. The entire statement can be 
made part of the record. 

Mr. Forp. Gentlemen, I am president of a firm which was created 
in 1948. I was one of the founders. I am the only active officer and 
director of this firm. 

In the period since our inception we have experienced most of the 
difficulties that small firms have, such as capital difficulty in obtaining 
“ee the usual run of small-business man’s troubles. 

was first of the opinion that I should try to touch a little bit on 
each one of the small-business man’s troubles, because I felt that I was 
in a pretty good position to talk about them, but I have come to the 
conclusion that there is one subject which, in our case, is far more 
important, not only for us, but for business as a whole, and I have 
decided to subordinate all the other points to this. 

That subject is the working of the general ceiling-price regulation 
dated January 26, 1950. To understand our situation, we are a to 
manufacturer. We are chiefly engaged in the manufacture of a child’s 
vehicle in the form of a little caterpillar tractor, which is essentially 
a copy of the Caterpillar Tractor Co.’s model D4 Diesel. We make 
this little fellow under license from the Caterpillar Tractor Co., and 
it was a popular toy. It was a toy-vehicle sensation in 1950. 

I just want to show you in two respects how the operation of the 
pricing law affected us in the manufacture of this product. You will 
recall that in December the President and the Price Stabilization 
Office issued urgent request to industry as a whole to maintain volun- 
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tary price limitations and they issued certain standards of price prac- 
ticing which they urged should be followed by all industry. It just 
happened that in this period we were using materials which had been 
purchased over the preceding 6 months at the low normal prices that 
prevailed prior to the Korean outbreak. In a business like this it is 
normal to purchase materials from 4 to 6 montlis in advance of the 
time they will be put into the production line. 

During this period we were currently purchasing materials which 
had risen greatly in cost, although we were operating on a bank of 
low-cost materials. We pad nine to keep our price at its established 
level in line with the President’s request. As long as those materials 
which we were using did not cost more, we were all right. We were 
still at the low cost. Then, suddenly, we discovered that our legal 
selling price was frozen. Almost at the same time we ran out of the 
low-cost materials and found ourselves supplying our production line 
with high-cost materials. Just before the toy show, which began the 
first week of March, we rechecked our production costs and found that 
they had risen so substantially that our frozen price was actually 
below the cost of our production. 

On March 2 we stopped all shipments to the trade for that reason. 
That was just before the beginning of the toy show. We continued 
to produce in order to em ae our people, but by March 9 we had 
filled up all of our avediohia production space. We used up a great 
deal of our cash assets. 

On March 13, I believe it was, we decided to cancel all of our sales- 
men’s contracts because we could no longer operate in that condition. 
It was impossible. We had a desperate exchange of correspondence 
and telephone calls with the Office of Price Stabilization and with our 
Senators, and we received a great deal of sympathy, but it was re- 
peatedly pointed out to us that the law says that we cannot sell our 
product for more than the price at which we were frozen, and there is 
no exception and no method of getting out of that situation. 

I received copies of the price-stabilization regulation and I have 
no doubt about the letter of the law. I am not complaining about the 
officers or members of the Price Stabilization Office because I know 
they are powerless to do anything, the way this regulation is written. 

To me, that is a very absurd situation, that it was only the first act 
in our little comedy. After we had been going in this condition of no 
business and plenty of expenses for about 40 days, we found our cash 
very serioulsy depleted. We had a payroll to meet, we had bills com- 
ing in, we still had some materials which had been delivered. We had 
rent to pay. It seemed we were faced with the alternative of having 
our creditors drag us into court on an involuntary bankruptcy basis 
or we had to sell some of our assets. We were surrounded with thou- 
sands and thousands of dollars’ worth of raw materials and parts 
which we could not fabricate, but which had a definite market value. 
We had a substantial quantity of steel on hand. In order to raise 
some cash and keep our firm in business until we could find our way 
out of this difficulty, I proposed to sell a few thousand pounds of steel. 
Being law-abiding by nature, I called the Hartford office of the Office 
of Price Stabilization to see what had to be done in order to sell this 
steel. I was quoted the regulation and the procedure goes something 
like this: 
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Since we did not sell steel in our base period, December—January, 
and proposed to sell it now, we are classified as a wholesale dealer, 
a new wholesale dealer, in the steel market. Not having sold the steel 
in the base period, a new wholesale dealer is called upon to go out and 
find his nearest competitor in order to sell that material. He must 
find a competitor of the same general class of business that he is in, 
who has sold the same kind and size of commodity to the same type 
of customer to whom we propose to sell it. There is an alternative 
pricing arrangement provided by the regulations in case we are not 
able to price under that situation, which states: If you claim you are 
unable to determine your selling price for a commodity or service under 
any of the foregoing provisions of this regulation, which, in the opin- 
ion of the Director of Price Stabilization, provides adequate pricing 
instructions for virtually all transactions, you may apply in writing 
to the Director of Price Stabilization, Washington 25, D. C., for the 
establishment of a ceiling price. This application shall contain an 
explanation of why you were unable to determine your selling price 
under any other provision of this regulation, all pertinent informa- 
tion describing the commodity or service and the nature of your busi- 
ness, your proposed selling price and the method used by you to 
determine it, and the reason—this is interesting, too—you believe the 
proposed selling price is in line with the level of selling prices other- 
wise established by the rest of this regulation. You may not sell the 
commodity or service until the Director of Price Stabilization in writ- 
ing notifies you of your selling price. 

I might add that the third peg in the regulation which applies to us, 
in the first instance, is that we also go through that procedure, deserib- 
ing our firm, its history, its suppliers, its customers, the normal 
suppliers of the would-be-buyer of steel and the customers of the 
would-be-purchaser of steel. 

Having established our selling price under that regulation, which 
must be based upon our nearest competitor’s price, we have to make 
this long report to Washington and wait 30 days before we can use it. 

Our firm was in the situation where we were being faced with re- 
ceivership. If we did not provide some cash, in spite of the fact that 
we were surrounded by thousands of dollars’ worth of materials of our 
own legitimate purchase, we knew from our experience with the Office 
of Price Stabilization, that we could expect sympathy. We had been 
waiting 6 weeks with sympathy as our only reply, and that was the 
procedure that we were being told to follow in order to sell our assets. 

It was obvious at that point that a firm in our position could not 
stay in business legally, so I asked the Office of Price Stabilization 
what regulations applied to liquidation of businesses. Then it be- 
“ame even more interesting. 

Normally, an industry of almost any size goes through a process of 
liquidation by holding a giant auction under the auspices of profes- 
sional auctioneers, who specialize in that business. At that auction 
they will sell the land, the buildings, the raw materials, the assets, 
everything that that firm wants to put up for auction will be sold at 
auction to other users and to dealers in that type of equipment and 
materials in question, so that any question which I had in mind re- 
volved around asking the Office of Price Stabilization what regula- 
tions applied to a liquidation of this sort. 
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The first answer was, “We guess it is a retail operation.” I insisted 
it was certainly not a retail operation, just by its very nature, and 1 
explained how these auctions worked. 

‘he next answer was, “Well, I guess there is no regulation covering 
auctions.” Then there was a little discussion and the answer came up, 
“Well, maybe it is covered. There is a section on auctions. I will read 
it to you.” 

It was read to me. It covers the auction of used household furniture 
and goods—period. There is no leeway for a firm like us, either to 
stay 1n business or to go out of business. 

Mr. Seery-Brown. Can I ask you some questions with regard to 
what you have said? Essentially, you manufacture toys ¢ 

Mr. Forp. That is correct. 

Mr, Srety-Brown. Is there opportunity in your business to shift 
to the manufacture of some other product which could possibly be 
considered as more essential ¢ 

Mr. Forp. There is a theoretical possibility, sir, but in actual prac- 
tice we are basically a die-stamping concern and die-stamping facili- 
ties are very abundant in the Hartford area. If we were actually to 
go after war business, which we contemplated, we would have to put in 
about $15,000 to $20,000 worth of specialized equipment in order to do 
certain types of work like electronic stamping, the stamping of elec- 
tronic chassis, and so forth. But my purpose is not to illustrate merely 
one peculiar instance, for I would like to show the committee how this 
law applies to tremendous segments of our population. These are 
not the only peculiar angles of the price restrictions. 

Mr. Seery-Brown. I was wondering, Mr. Ford, if we could ask 
Mr. McCormick if he would care to comment on that. He is from the 
Office of Price Stabilization. Would you care to comment on the very 
things brought up so far in the testimony, Mr. Mcormick? 

Mr. MoCormick. Yes; I would. 

Mr. Burton. Mr. McCormick, you might wish to make a statement, 
too, while you have the floor. We will be glad to hear from you. 

Mr. McCormick. Gentlemen and members of the business com- 
munity of Hartford, I would like to say that we of the Office of Price 
Stabilization are pleased to have this opportunity to come into your 
community, As you realize, we have been in business about 10 weeks. 
From the very start, our Director has had a particular interest in, as 
fast as possible, preparing regulations to halt the forward progress 
of prices without the dislocation of business, such as you have just 
heard. Mr. DiSalle is a small-business man and has a keen insight 
and appreciation of the problems of small business. 

To halt that forward progress, there was only one thing to do at 
the time we came on the scene. That was to put on an over-all freeze. 
That was pretty well agreed on. That freeze came in January 26, at 
a late date. Naturally, we knew there would be people hurt. For 
the good of the whole, we had to proceed. We regret that situations 
like this exist. 

We have sincerely tried to remedy these situations as fast as we 
can. To be published, I believe, tomorrow, and approved today there 
will be a manufacturer’s regulation, which is tailored to the complex 
field of all manufacture and which we hope will solve the many prob- 
lems that have been caused by the over-all price regulations. 
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I might point out at this point that the over-all freeze and the action 
of our office, together with the action of many other factors in Wash- 
ington, has halted that forward progress of prices. Since March 15 
the spot check of commodities, 28 significant commodities, from the 
Bureau of Labor Statistics, shows not only a cessation of the increase 
in price, but in the majority of instances in the over-all index, shows 
a slight decrease. So something has been accomplished. 

Speaking of this manufacturer’s regulation, I feel it might answer 
this problem. We have to wait and see what occurs tomorrow with 
this regulation. In the meantime, these three very important points 
have to be looked into. When Mr. Ford says we were sympathetic 
and we tried to do what we could, I must point out that there has 
been, up to this time, no individual regulation that would permit that, 
which I know of, nor permit an immediate answer to Mr. Ford’s 
problem. 

As far as the selling of the steel, you can appreciate, Mr. Ford, that 
that steel regulation was drawn to prevent any new people getting 
into the steel-distribution business and to try to tighten and prevent 
black markets in steel. That has to be necessarily at this time. 

As far as the problem of the liquidation of the business, that prob- 
lem has to be answered and answered fast. I would be glad to sit 
down with you and with your staff immediately and see if we cannot, 
by phone with Washington, bring you an answer and get you into 
production. 

Mr. Seety-Brown. Thank you very much. 

Is there anybody else at the table who would like to question the 
witness / 

Mr. Datoas. I want to ask one question. 

Mr. Ford, you do not want to go out of business, do you? 

Mr. Forp. No, sir. We have no intention of going out of business. 

Mr. Datmas. The information about liquidation is the last resort? 

Mr. Forp. That is correct. . 

Mr. Datmas. The question you would like to have answered, how 
to stay in business ? 

Mr. Forp. That is true. 

We have had to take matters into our own hands. We have given 
up the style of business in which we were engaged and we are at- 
tempting to create a mail-order business in which we can sell our 
products legally at the old price and have the above-our-cost-of- 
production price. We are in that process. Meanwhile we need cash. 

If you would permit me, sir, I would like to point out two or three 
things. First of all, the problem I have described to you does not 
relate to manufacturers, it relates to wholesalers, and the regulation 
which is coming out tomorrow will have no effect upon any firm which 
wants to sell any of its assets which it bought, or any surplus goods 
which it owns or any machinery or anything that takes it out of the 
nature of its primary line of business. No firm, no wholesaler, no new 
wholesaler, can go into business without going through this routine. 
No small boy can mow a neighbor’s lawn if he dia not mow it for that 
price during the base period. No industrial firm can liquidate any 
of its assets. It can only sell the product it sold during the base 

riod. No new manufacturer can go into business without writing 
in, giving all the specifications of his product, his manufacturing 
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processes, his costs, his customers. Then he has to give the same in- 
formation about his competitors if he can get it. 

Just consider what this means to a manufacturer who proposes 
to make a television set or an automobile. They have to list all of 
the specifications of that product and all of the manufacturing proc- 
esses of that product and go through all this red tape, and send it to 
Washington and wait for approval to use that price. 

Mr. Sapuak. Mr. Ford, may I interrupt you. Instead of dealing 
with these hypothetical cases that concern people who might want 
to go into business, stick to your problem and see if we cannot help 
you to stay in business. 

Mr. Bartlett from NPA ought to be able to be of some assistance 
to you to get your raw materials. Mr. MeCormick, Mr. Leo Mc- 
Cormick, of OPS, ought to be able to assist you in getting your 
price set up. RFC, which is still in business, should be able to help 
you get your financing. 

Mr. Forp. Why should we need financing if we have assets of our 
own? 

Mr. Sapiak. I thought you said you needed money. 

Mr. Forv. We have assets of our own, but we cannot sell them. 

Mr. Burton. How large is your firm, how many employees, the 
approximate volume, or some indication of that kind? 

Mr. Forpv. We did about $200,000 worth of business in the 6 
months after we put our product into production. We had 75 em- 
ployees at that time. We have not now. We have five staff members, 
all of whom are working for nothing. 

Mr. Burton. Is your product confined to toys, or do you have 
other products ? 

Mr. Forp. At the present time we are so tied up with our toy 
inventory that we cannot do anything else. If we could liquidate 
our toy inventory, we could go into defense work. But the only 
way to liquidate it is to use it. 

Mr. Burton. I expect you have an out here. Today you can make 
direct contact. 

Mr. Forp. It is a little more complex than that, sir. I would like 
to say this: Four to five weeks ago I decided to work the firm jout 
of its problem as far as our personnel problem was concerned. I 
came up here, believe it or not, because I had a civic interest in this 
problem, because I believe that this law, by definition, is making 
criminals out of almost every person engaged in business. This law 
has criminal penalties in it. It is a criminal offense not to observe 
these things, and it is my personal opinion that there isn’t one firm 
in business in the United States who has been able to comply 100 
percent with the price regulations. Therefore, they are all criminals. 

My basic thought in this whole situation is that a law of this kind, 
which makes a person either go out of business or disrupt the economy, 
and the only alternative is to make him a criminal by definition, 
means there is something wrong. 

We had the eighteenth amendment on the books. 

Mr. Sapiak. Are you suggesting we repeal the Defense Production 
Act of 1950? 

Mr. Ristcorr. I do not think so. 

Mr. Mouturer. I think you came in late. This man has rendered an 
unusual civic service by bringing up his case, because he does show 
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many ridiculous elements. Here is a man who needs relief. Is 
there any reason why he cannot get relief in his State office or his 
regional office without having to go to Washington where you have 
the problems out of the 48 States? 

Mr. McCormick. Mr. Congressman, during the past few weeks 
there has actually been a reason for that. We have not reached a 
point in staffing in regional and district offices where this sort of a 
case can be handled adequately. It has to be done in Washington. 

Mr. Risicorr. It is proposed that cases like this be handled at the 
State level, isn’t it? 

Mr. McCormick. In a matter of a few weeks; yes. 

Mr. Risicorr. The problem he has is probably the most common 
problem that any manufacturer has. Where he was stuck was that 
he had a legitimate price based on a low-cost inventory and the inven- 
tories rose cuoninelh out of his control. Cannot we make an adjust- 
ment to reflect the increased cost of inventory / 

Mr. McCormick. We feel that this manufacturer’s regulation will 
do that. He apparently feels there is some phase coming into the 
wholesale distribution and that is what I would like to investigate 
now. 

Mr. Ristcorr. As I understand, at the recess that is to be taken here 
you will be glad to talk to him and put in a call to Washington and 
try to get him straightened out on the spot ? 

Mr. McCormick. Yes. 

Mr. Seei_y-Brown. You will find that the presentation he has made 
has covered a topic that a good many other fellows here today want 
to talk about. From the mail I have gotten, this regulation is the one 
that is a prime concern to a great many of the other witnesses who are 
avo going to testify, and I know we are very grateful to you, Mr. 

ord. 

Again, after you talk with Mr. McCormick, will you follow up with 
us? In other words, I know that all of us in the committee want 
to find out whether you have been able to work out a way to keep in 
business without being a criminal. We want to know if we have been 
able to help you and we would appreciate if you would notify us as 
to the result, not only of this meeting, but your conference with Mr. 
McCormick. 

Mr. Forv. Thank you very much, sir. The problems I pointed out 
apply mostly to wholesalers, but they also do apply in that respect on 
liquidation to manufacturers. 

Mr. Seety-Brown. The committee is very grateful to you. 

(The statement submitted by Mr. George A. Ford is as follows :) 


STATEMENT OF GreorcE A. Forp, PRESIDENT, New LoNpON Mera ProcesstIne Corp., 
New LonpDoN, Conn. 


I am president, founder, and one of three owners of a small firm specializing in 
the manufacture of sheet metal products which are made basically by die stamp- 
ing, welding, assembly, and finishing with synthetic enamel. Our principal 
product is a kid-size Caterpillar tractor, which is a copy of and named after 
its famous big brother, the Caterpiilar D-4 Diesel. We are licensed by the Cater- 
pillar Tractor Co. to make this little fellow, and it was the children’s vehicle 
sensation of 1950. It was selected in December as first in their listing of “Tops 
in toys in 1950” by the magazine Better Homes and Gardens. ° 

This firm was established in 1948, and we have had all of the problems nor- 
mally experienced by new enterprises trying to make a start in a highly competi- 
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tive business, plus the usual troubles of small business. We lost heavily in 
1948 and 1949, our first year, which was to be expected. In 1950, we spent the 
first half of the year without any income, tooling up for the tractor, which finally 
started to come off the line in quantity in July. Then in 6 months we did over 
$200,000 worth of business, and were just beginning to have some earnings to 
apply against the losses of the first half of the year, when we began to run into 
very serious problems of steel shortages and rising costs. 

Briefly, these factors, combined with production and pricing controls, had the 
effect of completely snufling out the flame of this new enterprise. In a few 
short months, this highly successful small business, employing about 75 persons, 
was destroyed. Through the efforts of a very fine sales organization, we had 
created a Nation-wide pattern of sales and distribution through the best whole- 
sale houses and the finest department stores in the country. We can no longer 
legally sell these people and stay in business. On March 2, we stopped practically 
all shipments to the trade; on March 9 we laid off all of our production workers, 
and on March 22, we canceled all of our salesmen’s contracts. Thus in less than 
1 year, we first created and then witnessed the destruction of a very nice little 
business. Five people, our entire staff, could not develop a new enterprise like 
this in such a short space of time without tremendous effort and great personal 
sacrifice. It has been heartbreaking to have it collapse under us. Now the five 
of us are working without pay to try to develop an entirely new business through 
mail-order selling in which we can legally offer our product at a price above our 
cost of production. This new enterprise cannot be made successful overnight 
either, and we are again going through a period of heavy losses hoping eventually 
to salvage something worth while. 

In attempting to create a business that did not exist before, we have en- 
countered most of the problems generally faced by the little fellows, includ- 
ing trouble in obtaining working capital and bank credit, discriminatory trans- 
portation rates, labor problems, steel and other supply shortages, inability to 
obtain defense contracts, cost inflation, Government controls on production, 
price controls, and other forms of Government regulation. Added to these are 
the technical problems of design, supply, and production for which small firms 
like ourselves cannot afford to hire high-priced specialists. In our concern, 
the president and production foremen personally set up all of the machinery 
and keep it in repair, purchase all supplies, figure all costs, etc., in addition 
to their normal duties. That is basically why small firms cannot compete with 
large ones in manufacturing—they cannot afford to hire the specialists, and 
managements have less time to devote to planning and generally pitting their 
limited intelligence against the combined brains of their larger competitors. 
This disadvantage is seriously expanded in proportion to the time required by 
the increasing complexty of Government controls, regulations, inspections, and 
reports. In a small business these take the personal time and attention of the 
boss and production managers, thus preventing them from doing their basic 
jobs, while the managements of their larger competitors can delegate these 
troubles to others. 

It was my original intention, in coming before this committee, to have some- 
thing to say on each of the general problems mentioned a moment ago. How- 
ever, in the past few weeks the price-control situation has become so snarled 
up that I feel it is my first duty as a citizen to provide as much information 
on the subject as I can in the restricted time available. This is a matter that 
is so fundamental and so far-reaching that it is resulting not only in great harm 
to the economy of the country, but it is irretrievably degrading and corrupting 
the civie consciences and morals of all individuals who are attempting to earn 
their living through managing a business of any sort and any size. I say this 
in deadly earnestness, because the price-control regulations are making law- 
breakers of everyone with a business, from baby sitters and teen-aged boys 
mowing lawns, small shop and restaurant keepers, to industrial giants. They 
are lawbreakers because they have no choice. In the vast majority of cases, 
it is impossible to comply with the price-control regulations in all their details 
and to continue to stay in business. It is my personal opinion that there is 
not one firm in the country which is complying 100 percent with all of these regu- 
lations. Gentlemen, any decree that breeds contempt of the laws of the land 
is a greater menace to the Nation than the situation it aims to correct, or 
even than the enemy nations that threaten our security. It is fundamental that 
existence of our Government, and its functions, including the defense of the 
Nation, are founded upon laws which bind the community together for the com- 
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mon good. Laws that breed disrespect on a vast scale can only bring corrup- 
tion and anarchy and dissolution. That is why I beg you to consider in detail 
the operation of the general ceiling price regulation of January 26, 1951. which, 
I believe, is the most misguided Executive order that has ever been issued in 
this country for the public welfare. 

Our own case clearly illustrates two of the absurdities of this order. You will 
recall that in December the Director of Price Stabilization proclaimed certain 
pricing standards, and strong appeals were issued by the President and the 
Economic Stabilization Agency for the voluntary freezing of prices by industry. 
Like many manufacturers, we were at this time using materials purchased 
months earlier at normal prices. Meanwhile, we were purchasing supplies for 
future use at rapidly advancing prices. In this business, 4 to 6 months lead time 
in supplies is not unusual. So long as we were still using this bank of low-cost 
materials we were able to hold down prices, and gladly complied with these 
requests. Then suddenly, our prices were legally frozen. At about the same 
time, our supplies of low-cost materials were used up; consequently our selling 
prices were actually frozen below our cost of production. 

We then engaged in a desperate series of phone calls and correspondence with 
the Office of Price Stabilization and with our Senators, with only one result: 
Varying degrees of sympathy, and of shame on the part of conscientious em- 
ployees of the Office of Price Stabilization. There is no provision to bring relief 
in such cases. The price regulations went into effect on January 26. It is now 
April 23, and our liquid assets are long since gone. Meanwhile, the firms who 
most flagrantly ignored Government appeals for cooperation by raising their 
prices are prospering, while those who did not have been universally penalized 
in some degree for their cooperation. 

This is enough to break anyone’s faith in law and government, but it is just 
the first act of our comedy. Without shipments, and therefore without revenue, 
we were desperately in need of cash to pay our bills, our payroll, rent, ete. Some 
of our finished inventory we sold at a loss to accomplish this, then decided that 
it would be better to sell some of our raw materials, rather than finished prod- 
ucts with a high retail value that could legally be realized through mail-order 
sales. Also, it seemed foolish to sell at a loss products with a high labor content 
which could not be replaced until we were again able to hire production workers 
and reorganize the production line. 

Being a law-abiding person by nature, I phoned the Hartford Office of Price 
Stabilization to find out what must be done to stay within the law while liquidat- 
ing these vital assets. This is what I was told, and the information was con- 
firmed by reading a copy of the general! ceiling price regulation which that office 
kindly sent me: 

A. Since we propose to sell several thousand pounds of steel, and since we did 
not do so during the base period, we are classified as a new seller in the whole- 
sale business. 

B. The following procedure must be followed (this is the actual text of the 
order) : 

“Spec. 6 Ceiling Prices for commodities in new categories; for new services; 
and for new sellers. (a) If you are pricing a commodity which is in a different 
category from any dealt in by you during the base period or if you are selling a 
service which cannot be priced under section 3, your ceiling price is the same 
as the ceiling price of your most closely competitive seller of the same class selling 
the same commodity or service to the same class of purchaser. 

“Once you have determined your ceiling prices under this section you may not 
redetermine them. Before selling any commodity or service for which you have 
determined a ceiling price under this section you must file the report required 
by paragraph (b) with the Director of Price Stabilization, Washington 25, D. C., 
and in addition you must observe the following requirements : 

“(1) Jf you are a manufacturer: (does not apply in this case). 

“(2) If you are a wholesaler, you may not sell the commodity until thirty 
days after mailing the report; thereafter you may sell the commodity at your 
proposed ceiling price unless and until you are notified by the Director of Price 
Stabilization that your proposed ceiling price has been disapproved or that more 
information is required. 

a + - 7 a * . 

“(b) Required report if you are pricing under this section. Your report 
should state the name and address of your company ; the new categories in which 
the commodities fall and most comparable categories dealt in by you during the 
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base period; the name, address and type of business of your most closely com- 
petitive seller of the same class; your reasons for selecting him as your most 
closely competitive seller ; a statement of your customary price differentials ; and 
if you are starting a new business, a statement whether you are the principal 
owner of your business, are now or during the past twelve months have been 
engaged in any capacity in the same or a similar business at any other establish- 
ment, and if so, the trade name and address of each such establishment. Your 
report should also include the following: 

“(1) If you are a manufacturer: (does not apply in this case). 

“(2) If you are a wholesaler: Your proposed ceiling price and your net invoice 
cost of the commodity being priced; the names and addresses of your sources of 
supply, the function performed by them (e. g., manufacturing, distributing, etc.) 
and the types of purchasers to whom they customarily sell; the types of cus- 
tomers to whom you plan to sell; and a statement showing that your proposed 
ceiling price will not exceed the ceiling price your customers paid to their 
customary source of supply.’ 

“(3) If you are selling a service: Your proposed ceiling price and a descrip- 
tion of the most comparable service delivered by you during the base period show- 
ing your present direct labor and materials costs and ceiling price for it. 

“Sec. 7 Sellers who cannot price under other sections. If you claim that you 
are unable to determine your ceiling price for a commodity or service under any 
of the foregoing provisions of this regulation (which in the opinion of the 
Director of Price Stabilization, provides adequate pricing instructions for 
virtually all transactions),’ you may apply in writing to the Director of Price 
Stabilization, Washington 25, D. C. for the establishment of a ceiling price. 
This application shall contain an explanation of why you are unable to deter- 
mine your ceiling price under any other provision of this regulation ; all pertinent 
information describing the commodity or service, and the nature of your busi- 
ness; your proposed ceiling price and the method used by you to determine it; 
and the reason you believe the proposed ceiling price is in line with the level 
of ceiling prices otherwise established by the rest of this regulation. You may 
not sell the commodity or service until the Director of Price Stabilization in 
writing, notifies you of your ceiling price. 

+. > . . * > > 

“Sec. 21 Penalties. Persons violating any provisions of this regulation are 
subject to the criminal penalties, civil enforcement actions, and suits for treble 
damages provided for by the Defense Production Act of 1950. 

“Sec. 22 Definitions and explanations. This General Ceiling Price Regulation 
and the terms which appear in it shall be construed in the following manner, 
unless otherwise clearly required by the context: 

> > * ? 7 - « 

“Manufacturer—This term refers to any person who is engaged in business 
other than as a wholesaler or retailer. 

. * . > 2 . eo 

“Sale at retail and retailer—Sale at retail means a sale to an ultimate con- 
sumer other than an industrial or commercial user. A seller who in the regular 
course of business makes sales at retail is a retailer. 

“Sale at wholesale and wholesaler—Sale at wholesale means a sale by a person 
who buys a commodity and resellis it without substantially changing its form, 
or who supplies a service, to an industrial or commercial user, or to any person 
other than the ultimate consumer. A seller who in the regular course of business 
makes sales at wholesale is a wholesaler. 

. s . * 2 o * 

“Service—This term includes any service rendered or supplied, otherwise than 
as an employee, and contracts to sell or supply such service.” 

These regulations, gentlemen, are the ones we must comply with under threat 
of criminal penalties, in order to liquidate any of our assets that were not 
sold in the base period. Let us examine what must be done. 

Section 6 (a) : We must find a firm of the same general type as our own which 
is in the same unfortunate predicament and proposes to sell the same kind, 
size, and quantity of steel to the same kind of purchaser to whom we propose 





2? How can this be determined ?” Mr. Ford asks. 
* Mr. Ford says, “This is actually part of the text of the order.” 
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to sell. This unfortunate firm if law abiding, is doing the same as we are, 
looking for a firm like ours to determine its ceiling price. Perhaps we should 
join forces and look for our triplet. 

(2) Having thus happily established our ceiling price, we make the report 
required in section 6 (b), which consists of a brief history of our firm, our 
customers, our suppliers, our suppliers’ customers, and our unfortunate com- 
petitor’s firm. ; 

If we are not able to ce under the above (which in the opinion of the 
Director of Price Stabilization, provides adequate pricing instructions for 
virtually all transactions) we may write a small book explaining in detail why 
we were not able to, then describe our business and how it is related to all other 
business covered by the regulations, and mail it to Washington. 

Then we will wait, under threat of criminal penalties if we sell before re- 
ceiving approval, until the Director of Price Stabilization in writing notifies us 
of our ceiling price. 

Since we have been waiting for approximately 2 months for the Director 
of Price Stabilization to relieve us of a situation where our ceiling prices are 
frozen below our cost of production, more waiting does not seem promising. 
We need money at once, that being why we want to sell some of our assets. 
So, I inquired of the Hartford office of Price Stabilization what regulations 
govern the liquidation of businesses, a process normally achieved through giant 
industrial auctions, where building, land, machinery, furnishings, and raw 
materials are auctioned off to dealers and other industrial users. This is the 
normal method of liquidating most manufacturing businesses, including large 
ones. I was first informed that the auctioneer would be classed as a retailer: 
then was told that there is no provision for such business; then was informed 
that perhaps it comes under the heading of “Auction of used household goods,” 
which is the most similar case provided for. This is as far as we progressed. 
Evidently it is neither legal to stay in business or to go out of business. This 
state of anarchy is the law of the United States of America, by Executive 
decree. 

We have only touched on two pricing problems in which we are directly 
involved. Now let us consider some problems of others: 

No small boy can mow a neighbor’s lawn for a price unless he did it for that 
price during the base period. If he just grew up to the lawn-mowing age, it is 
too bad. He has to wade through many paragraphs of fine print, then file a long 
report on his own and his competitor's business. 

No industrial firm can liquidate any of its inventory of supplies and raw 
materials, or dispose of any surpluses, unless it sold the same things during 
the base period. Otherwise, they must follow the same procedure prescribed 
for us. 

No new manufacturer can go into business without writing a book about his 
firm, giving all the specifications of his product, his manufacturing processes, 
his costs, and his customers. Then he must give substantially the same informa- 
tion (if he can get it) about his competitors. Consider the detail this involves for 
the manufacturer of an automobile, television set, aeroplane, machine tool, etc., 
where specifications and manufacturing processes would fill a library. 

No newly started plumber, electrical contractor, general contractor, die maker, 
or anyone selling his service on contract to an industrial or commercial user can 
do so without following the same procedure described for our own case, as he is 
classified as a wholesaler. He must describe in detail each service and com- 
modity that he sells, whether it be making a die, installing a fuse bex, building 
a building, or putting the plumbing in it; find out what his competitor charges 
for doing the same, list it in detail, and petition to be allowed to do so, giving 
all of the required information about himself, his suppliers, his suppliers’ cus- 
tomers, his own customers, and substantially the same for his competitor. Then 
he must wait 30 days. In view of the fact that in these trades each job is new 
and different as a rule, it would be surprising indeed to find anyone who located 
a competitor doing the same job. 

No new wholesaler may go into business without supplying all of this infor- 
mation about each and every item that he proposes to sell. This may cover thou- 
sands of items. It would take a library to house the report. Then he must wait 
30 days. 

I have made no attempt to be thorough in showing what great segments of the 
population are affected by these ridiculous regulations. It is clear that over- 
night thousands of good citizens knowingly or unknowingly have become criminal 
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by definition. We can be certain of this because if the reports were being sent 
in that are required by this Executive decree, the Post Office Department would 
not be big enough to deliver them, and the Pentagon would not be big enough to 
house them. Nor would the staff of the Director of Price Stabilization be big 
enough to read them, or approve them, or reply to them. The OPS has five men 
in Hartford. They could not handle the reports that should come from New 
London alone. 

Thus far, gentlemen, my criticism has been destructive. What do I propose 
as an alternative? First, let ne mention that I am an economist by training, a 
businessman by vocation. I majored in economics in college, graduating with 
honors, and member of Phi Beta Kappa. I believe that I have a reasonably 
intelligent perspective of the relation between Government, business, and the 
ecohomic system, and I believe that this situation screams to high heaven for 
someone with similar qualifications to speak up. My trouble in preparing this 
information will be of doubtful value either to me or to our business, but I 
earnestly pray that it may do something for the country as a whole. 

First, please consider that the price in dollars of any commodity is only an 
arbitrary measure of the final resultant level of equilibrium of many basic eco- 
nomic forces, including supply of raw materials, supply of labor, supply of ma- 
chinery, supply of money, credit, population, crop success or failure, etc. The 
market price measures the point at which all of these factors are in balance, just 
as surely as a thermometer in a house measures the equilibrium temperature in a 
room resulting from the outside temperature, the insulation of the house, the 
number of windows, the amount of heat given off by the furnace and radiators, 
the length of time the doors are left open, etc. If the prices in our economy are 
too high, it is not because something is wrong with the price thermometer, but 
with some thing or things fundamental to the situation. 

So long as a price is held artificially at a different level from the point of 
economic equilibrium, it is going to cause more maladjustments by upsetting 
other situations. For example, if copper is scarce, bidding for it puts the price 
up. This prompts more people to produce more copper. At the same time the 
higher price discourages some buyers, thus lessening the demand. A new point 
of equilibrium is reached at a higher price with greater supply and reduced 
demand. 

If you hold down the price of copper articfically, as we are now doing, you 
prevent the extra production that the high price would stimulate, while you 
stimulate the demand by keeping the price low, thus making the situation worse 
instead of better. Illegal sales are stimulated with special inducements under 
the counter. Lawbreaking is encouraged. 

I know that your answer to this is that we have to do something, even if the 
economists don’t like it. I agree that something is called for, but I do not 
recommend giving a patient aspirin for pneumonia because it brings his tem- 
perature down. He still has pneumonia. About 4,000 years ago, Hammurabi, 
King of Babylon, tried price fixing in the same way, with death as the penalty 
for noncompliance. It did not work, and no simple price-fixing attempt in his- 
tory has ever been successful since. 

There are two very plain alternatives: Either (1) basic fundamental causes 
of inflation must be cured, which means thdt the total available amount of money 
and credit in eireulation must be held down to match the available commodities 
and services to be bought, or (2) practically everything has to be rationed, to 
reduce artificially the demand for commodities and services to match the quan- 
tity in which they are available. Both systems accomplish the same thing. They 
control the demand for goods and services so that buyers do not bid up prices. 
Rationing is not pleasant, but at least price fixing works with it if both are 
properly done, as the British demonstrated during the war. There is a third 
solution, stimulating production to meet demand, but in our economy of shortages 
this is out of the question at present. Unless the Government, which largely con- 
trols, both directly and indirecly, the amount and velocity of money and credit 
in circulation, can control its own actions as they affect our purchasing medium, 
then rationing combined with price fixing is the only workable means for stabiliz- 
ing the cost of living. 

These controls must be practical and simple, and workable, and should not 
cause another big expansion in our already top-heavy Government. One of the 
causes of the American Revolution as set forth in the Deelaration of Inde- 
pendence seems strangely familiar. Our forefathers wrote of George III: “He 
has erected a multitude of new offices, and sent hither swarms of officers to 
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harass our people and eat out their substance.” Let us avoid repetition of this 


unfortunate part of our Nation's history. 
Gentlemen, when an Executive decree is so unworkable that its only alterna- 


tives are either economic paralysis or the making of criminals out of our busi- 
ness and tradesmen, the situation screams for attention. If we cannot rectify 
this, we shall have to take the responsibility for breeding generations of citizens 
with a complete disregard for law and order. The parallel with the working of 
the eighteenth amendment is clear. We are still striving to overcome the curse 
of a generation of gangsters that it created. Let us try to avoid another such 
colossal tragedy. 

Thank you. 

Mr. Seety-Brown. The next witness will be Mr. Henry King, the 
Naugatuck Valley Industrial Council, Inc., Waterbury, Conn. 

Mr. King, we are very grateful to you for coming down. I want 
to tell you that you may read your prepared statement or proceed in 


any manner you desire. 


STATEMENT OF HENRY KING, THE NAUGATUCK VALLEY 
INDUSTRIAL COUNCIL, WATERBURY, CONN. 


Mr. Kine. My name is Henry T. King, and I represent the Nauga- 
tuck Valley Industrial Council, which is the regional industrial asso- 
ciation in western Connecticut. 

At the outset, I would be willing to stand by a prediction, and that 
is to the effect that the 85-percent limitation on profit as regards 
‘wee rises will complicate rather than —— the problems of small 

usiness. I think one thing that should be noted in passing is the 
fact that, when these regulations, these “screwball” regulations, are 
written, in many instances the effect on small businesses, such as we 
have here today, are not accurately gaged. There has been a lot of 
talk about helping small business “not a dominant factor in the indus- 
try,” and about assisting “small-independent business.” 

Unfortunately, there has been too much in the way of catch phrases 
and very little in the way of concrete accomplishment. 

About 2 years ago President Truman, John Steelman, and others 
got excited about the plight of small business. They made whirlwind 
tours. They held so-called informational clinics and brought various 
functionaries up from Washington. There was an awful lot of talk 
at these meetings but very little in the way of helpful information 
which the small bealiienn man ceuld take home with him and put to 
use. In many instances those in the audience found that they knew 
more than those who represented the Government agencies involved. 
Many who attended had the feeling that they were being exploited for 
political Eee. 

There have been too many paratroopers here in Connecticut listen- 
ing to testimony and issuing a lot of publicity releases but obtaining 
nothing in the way of concrete action. We are tired of getting the 
run-around, We need less investigation and more action by people 
who really understand industry. 

The problems of small business at the present time are manifold. 
Two of the greatest problems for small-business men in the council 
area which I represent are the scarcity of metals, particularly copper, 
and the failure to compensate for the present curtailment o civilian 
production with a comparable expansion in defense contracts. 
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A basic cause of the present copper shortage is the continued stock- 
piling of copper. We believe that continued stockpiling is both un- 
wise and unwarranted. The Brass-Mill Industry Advisory Commit- 
tee of the National Production Authority, in fact, passed a resolution 
to this effect at its meeting with NPA officials in Washington on 
April 18, 1951. The resultant copper shortages have brought about 
a loss of production and lay-offs and short time at our plants. This 
lost productive capacity cannot quickly be regained. And, as a matter 
of national self-interest, we must have a healthy civilian economy if 
we are to produce armament for defense. 

Shortages and dislocations such as these bear most heavily on the 
small-business man with his limited resources, limited sources of sup- 
ply, limited diversity of product, and limited capacity for adjust- 
ment. He may lose key people in his working force whom he can 
never regain, or he may see his customers sw:ich to substitutes when 
he cannot supply them with the metal they require. This substitution 
of other metals for copper is bound to have lasting and permanent 
effects on the small-business man who may, in fact, be dependent upon 
its continued use for his very existence. 

In closing, I want to emphasize that we do not anticipate any bene- 
fits from the controlled-materials plan now being drawn up in Wash- 
ington by the National Production Authority. Putting into effect this 
plan will not give us any more copper, and that is our basic problem. 
We believe the solution lies along other lines; namely, the curtailment 
of this vast copper-stockpiling program which is now in effect. 

Mr. Seety-Brown. Thank you very much. 

I certainly am grateful to you for your statement. I think, in all 
fairness to all concerned, we want to make sure that everyone here 
who testifies feels perfectly free to blow off such steam as he may be 
properly entitled to blow, and we are delighted to have everybody feel 
that way because we want to hear your complaints. 

I can certainly say to you that every member of the House and 
Senate from the State of Connecticut has certainly recognized very 
definitely the situation you have told regarding cooper. 

For your further information, very recently in the House we passed 
legislation which would, in fact, repeal the import duty on copper in 
the hope that we could have more copper available. I cannot inform 
you as to the action taken by the Senate. We have repealed the im- 
port duty in the hope that that would increase the amount of copper 
made available, not only for the Naugatuck Valley of Connecticut 
but for the entire area. I do not know what action the Senate has 
taken on that same measure. 

Mr. Datmas. The Senate Finance Committee has reported that bill 
out, Mr. Chairman, and it will probably be acted on in a few days. 

Mr. See_y-Brown. There is one concrete thing that has been done. 
Maybe it is being done by the “paratroopers” and maybe not. I can 
assure you that we are anxious to do whatever is possible to bring 
about, as you say, less work and more action. 

Mr. Kine. After hearing these problems presented here today, 
what we need is an industrial MacArthur more than anything else. 

Mr. Sapitak. How many manufacturers do you represent? How 
many members do you have in the council, Mr. King? 
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Mr. Kine. We have 150 manufacturing industries in the council, 
and we have a wide diversity of manufacturers, from rubber manu- 
facturers to glass fabricators, textile mills, fabricators of every type 
of industry. 

Mr. Sapiak. What area do you embrace? 

Mr. Kine. The Fifth Congressional District and the town of Shel- 
ton. 

Mr. Seevty-Brown. Thank you very much. 

The next witness is Mr. Ernest J. Kunz, business manager Sheet 
Metal Works International Association, Hartford, Conn. 

Mr. Kunz, you may proceed. 


STATEMENT OF ERNEST J. KUNZ, BUSINESS MANAGER, SHEET 
METAL WORKERS INTERNATIONAL ASSOCIATION, HARTFORD, 
CONN. 


Mr. Kunz. I would like to state to the committee that I perhaps 
am approaching this from a different angle than what you have heard 
here so far. Lam approaching it from labor’s standpoint. All we have 
heard is manufacturing. What good is manufacturing if you do not 
have the proper mechanics to carry it on? 

Representing the organization I do, which takes in everything but 
Fairfield County in this State right now, we are busy, but, after that, 
what is going to happen to our skilled mechanics and apprentices, of 
which I represent quite a few hundred? Our market is getting shut 
aff, and, if we do not get materials in here, we are going to have a lot 
of skilled mechanics who have been brought up in the trade and a lot 
of our apprentices who are now under training. What is going to 
become of them ¢ 

Your NPA regulation just came out which freed material up to 
85 percent, based on a period which was one of our poorest periods, 
in January 1950 to October 1950—January 1, 1950, to October 1, 
1950—when I myself had over 200 of my skilled mechanics out of 
work, which shows that our contractors did not have much work and 
were not using much material. So you see that that regulation, al- 
though it sounds good, 85 percent, doesn’t give us the material we 
should have in here to keep these men going. 

Mr. SapiaK. I would like to ask a question at that point. As far 
as this particular area is concerned, it is detrimental, but as far as 
other areas, let us say the South, where they might be working 
throughout that period, it would be quite beneficial. Would that be 
a true story ? 

Mr. Kunz. That is right. Not down through the South, but my 
information was New Jersey and the lower part of New York was 
busy last year. J 

Mr. Rreicorr. Isn’t that due to the fact that during the winter 
months in a State like Connecticut, construction is decreased, and your 
work depends upon the construction industry more or less? Isn't 
that correct ? 

Mr. Kunz. It does to the extent that 50 percent now, because of the 
air conditioning, which is a health consideration, on all the buildings 
today, and is really a necessity. Air conditioning carries on, but there 
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was no business going on during that period to speak of. What was 
going on was a carry-over from 1949. 

Mr. Rinicorr. Is there anybody from NPA or any other agency 
who can tell us whether there is an exception under the circumstances 
as described by Mr. Kunz? 

Mr. Barrierr. Mr. Chairman, I would like to explain, first, that all 
NPA M-orders are prepared under the direction of business advisory 
committees. When I left Washington we had some 400 business ad 
visory committees, both on a national and on a local level. 

1 would like to emphasize the fact that on all these committees 
small business is adequately represented. In order to establish base 
periods and other matters which affect these regulations, these com- 
mittees are consulted. 

So far as the establishment of the particular base period which you 
mentioned, that was done on the basis of recommendation of the par- 
ticular advisory committee. However, if there is any undue hardship 
sustained, as there appears to be in this area, we will ce rtainly be glad 
to consider it and make an appeal to our local office here, Mr. Madden. 

Mr. Kunz. Along these lines, I have written to our Senators and 
Congressmen here and I have gotten very favorable answers from 
every one of you, both you, Mr. Ribicoff, and you, Mr. Seely-Brown, 
having been very generous. - Within 2 or 3 weeks we will be in Wash- 
ington and take it up further with you. 

Mr. Rinicorr. All of us are very glad to cooperate, and I remember 
your writing me, but much of this has to be done in the field and, if I 
were you, would take it up with Mr. Madden today and let him follow 
through. You mit find, if you get the field interested locally, they 
will understand your problem better than anyone else in Washington. 
These gentlemen are nodding their heads. I suggest before you leave 
this room today, you make your appointments with these gentlemen 
and try to get your problems started and maybe you can save a trip to 
Washington. 

Mr. Kunz. I will dothat, gentlemen. 

Mr. Hauueck. First of all, I would like to say, as a member of this 
committee, Lam glad to have this gentleman appear, because labor is 
as much interested in these problems as the fellows who run the busi- 
nesses. I have been looking at your prepared statement and, if I get 
it correctly, many of the plants engaged directly in defense work are 

sdvertising for help to come into those areas to do the sort of work 
that could be done here if the local people could vet a subcontract on it. 

Mr. Kunz. That is correct. 

Mr. Hauueck. It seems to me that points up a very definite situation 
that Government procurement might do something with. In other 
words, if those prime contractors with those defense contracts would 
use your facilities and your people here to supply what they need, 
they would not have to make attempts to get your workers to come in 
there or to bring new workers in. 

Mr. Kunz. Could | point out a few plants that could help ont / 
Electric Boat Co. in New London. They have a lot of duet work, 
which goes into the submarines, lockers. We will leave the lockers 
out. We couldn't meet the competition. The duct work has to be very 
necurate work. | cannot see why the Electric Boat ('o.. picking on 
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them, or a company like them, could not take their blueprints to one 
of our shops and have our skilled mechanics turn it out to their 
measurements and save their so-called skilled mechanics. We turn 
them out at least five times as fast in our shop as they do down there, 
and it would relieve the yards appreciably from the pressure for 
mechanics. 

Mr. Harieck. That is just the sort of a situation that this com- 
mittee is interested in and, for the benefit of the gentleman who spoke 
just preceding you, I have been on this Small Business Committee 
since it was organized in 1941, and I have worked diligently on it. 
I never thought there was a particular political disadvantage to me, 
but I have worked on it. The solution of the very problem you are 
talking about is one of the things we have been able to work out. The 
fact that you are here spotlights it. It will be called to the atten- 
tion of the proper people. There is one thing that we ought to recog- 
nize. As we move into our attempt to meet the necessities of our 
defense effort, available facilities ought to be utilized to the fullest 
possible extent. 

Mr. Kunz. Our contractors are located all over the State and use 
our members. They have the facilities and the machinery to turn 
out these products if they were given a chance, but, in the case of 
your big focheniee here, when they have some particular work that 
is in line with them, it is my information that that work is jobbed 
out to the west coast in order not to build up the labor price market 
here. 

Mr. Sreery-Brown. Major Wharton, you wanted to ask the witness 
a question. 

Major Wnarron. No; I wanted to offer a further answer to it, 
Mr. Seely-Brown. The object of the show which has been announced 
previously, the prime contractor’s show, is partially intended, I am 
quite sure, to help alleviate just such problems as yours, Mr. Kunz. 
It is true I wear an Army uniform, but I represent all of the serv- 
ices. Our objective has been to attempt to help distressed labor areas 
as well as to bring subcontractors and prime contractors together. 

If you find it difficult to obtain contracts with prime contractors, 
possibly the Munitions Board can assist you in making those contracts. 

Mr. Rinicorr. May I say as to that that I have received many letters 
from businessmen in this area stating that they have gone around 
trying to get subcontracts and find that most of the large companies 
that have prime contracts indicate their preference for dealing with 
the people they have dealt with in the past and they find it very diffi- 
cult to get in the door. I think most of these men are capable and 
have the facilities and would like some way to get beyond the recep- 
tionist and be able to present their case and get a chance to present 
their bids for some of the subcontracts. 

Mr. Mutrer. At at least three of the hearings I attended of this 
committee we had large prime contractors come in and ask those 
present to register with their purchasing agents so they could get 
additional facilities for subcontracting, and I know that the Office 
of Small Business of the Munitions Board represented here today 
by Major Wharton is very anxious to tual inquiries from sub- 
contractors to prime contractors who do want to use these facilities. 

Of course, you couldn’t very well do it because you represent the 
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workingman, but the employers have to get themselves registered with 
the various agencies, so that they can be called upon to do this work. 

Mr. Kunz. I wanted the committee to realize what is happening 
to us in this district here. It is all right for one man to get up and 
say that there is plenty of material around. There is. But let's get 
it into the legitimate markets. When the legitimate price for galva- 
nized iron is 1314 cents and our firm has to pay 22 and 24 cents a pound 
to get the work done, who is going to pay for it? You and I and 
everyone else in our taxes lateron. And it isn’t right. 

Mr. Dautmas. Mr. Chairman, I would like to make one observation 
with respect to base periods generally. There hasn't been a base 
period of any basic commodity which has been selected by NPA as 
vet, according to the letters we received from thousands of small- 
business men everywhere in the country, that is favorable to small 
business, whether it is steel, copper, aluminum, plastics, or whatever 
it is. The base periods are provided under the Defense Production 
Act to be periods which are representative and fair, and the committee 
has been talking to NPA for months about a readjustment of base 
periods generally which will make them at least give small business 
an equal opportunity to get materials, 

Mr. Srety-Brown. Thank you very much, Mr. Kunz. We are very 
grateful, and I know we look forward to seeing you in Washington. 
You come and see us. 

(The prepared statement of Mr. Kunz follows :) 


STATEMENT OF ERNEST J. Kunz, BUSINESS MANAGER, SHEET METAL WORKERS 
INTERNATIONAL ASSOCIATION, HARTFORD, CONN. 


The current restrictions on the use of material for the construction indus- 
tries will soon have a serious effect on the skilled mechanics in this industry. 

Due to the restrictions on the use of galvanized and black iron, stainless steel, 
aluminum, and copper, Sheet Metal Workers International Association, local 
No. 40, is in danger of having a great number of its highly skilled mechanics 
and apprentices thrown out of work. 

There have been advertisements in the daily papers and on the radio for 
sheet-metal workers for factories and shipyards engaged on defense work. 
Many of the applicants for employment in these factories and shipyards would 
be and are trainees available for military service and will attempt to use such 
employment in a manner to obtain deferment from military service, yet there 
are available a large number of skilled sheet-metal workers and apprentices, 
many of them war veterans, and sheet-metal contractors who could meet this 
necessity for sheet-metal requirements, thereby relieving the war-production 
plants of the responsibility of this particular branch of the war industry and 
at the same time expediting manpower for our Armed Forces. 

Our experience in the last war on the above subject matter has been such that 
Sheet Metal Workers International Association, local No. 40, acting on behalf 
of its members and their dependents who rely on their earnings as sheet-metal 
workers, feel it expedient to call on your committee to use whatever means at 
your disposal to see that the facilities and personnel of our sheet-metal shops 
are provided with sufficient Government contracts to provide employment with- 
out loss of time, enabling them to remain in business, making available to the 
various Government agencies the facilities and equipment of their shops, the 
service of their trained and efficient personnel, and skill of our trained sheet- 
metal workers. 

Mr. Seevry-Brown. The next witness is Mr. Frank Carroll, repre- 
senting the Sheet Metal Contractors of Northern Connecticut, Hart- 


ford, Conn. 
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STATEMENT OF FRANK CARROLL, SHEET METAL CONTRACTORS OF 
NORTHERN CONNECTICUT, HARTFORD, CONN. 


Mr. Carrou.. I represent the Associated Sheet Metal, Roofing, and 
Insulating Contractors of the Northern District of Connecticut. 
That includes Hartford, Meriden, Wallingford, New Haven, An- 
sonia, New London, and Waterbury. 

First, let me express a word of appreciation to this committee for 
coming to Connecticut to assist small business. My people have been 
after me to go to Washington and camp on the Capitol steps to see 
if we can get some relief for our troubles, but I did not want to do 
that because I have been there camping before this. 

The fact that this committee has come here is very fine, and I wish 
to thank you. I want to try to make this as short as I can, because 
I think your time is running out. 

Currently there is an incredible shortage in Connecticut of the 
following steel products: Sheets, hot-rolled, gages, 10 to 28; sheets, 
galvanized gages, 16 to 28. A ruinous shortage similar to the steel 
shortage also exists in copper sheets used for flashings in housing, 
property maintenance, roofing, and so forth. 

Connecticut's sheet-metal and roofing contractors employ several 
thousand persons in what may be classified as key operations since 
no structure from the small family dwelling to the immense, sprawling 
industrial plant engaged in defense production would be functional 
without the contribution of the skilled sheet-metal worker and roofer. 

For example, adequate gutters and downspouts as well as proper 
flashings around chimneys and windows are requirements in the min- 
imum house, while ventilation and air-conditioning systems, blowers, 
duets, sound-cortrol units are necessary parts of modern structures. 

Under favorable conditions the industry uses approximately 30,000 
tons of steel sheets annually. Under existing conditions it is securing 
sheets from regular sources at an estimated rate of 5,000 tons yearly, 
a sixth of its estimated requirements. 

Thus, to avoid extinction, the industry is forced what may as well 
be called the black market, foreed to pay from 20 to 24 cents per 
pound for steel stock, whereas the legitimate market price is from 
12 to 14 cents per pound. 

To sum up, the effect of the Government’s—and I say Government's 
for want of a better term or more explicit term—present industrial 
program on the operation of the State’s sheet-metal industry, a key 
industry, is nothing short of disastrous. It has created a vicious un- 
bridled black market in materials essential to the business, while at 
the same time it has crippled it with unreasonable regulations. 

Mr. Burron. You refer to an unbridled black market. Of course, 
the purpose of price stabilization is to avoid just that. Have you 
any suggestions as to what may be done to help your particular 
problem : 

Mr. Carrot. Thank you for that question. It seems to me that, 
if we had an agent from this district, the northern district of Con- 
necticut, or probably Connecticut—and the same thing would apply 
to other States, I presume, which are in the same position—if we 
had an agent clothed with Government authority, not necessarily 
paid by the Government—I think the industries here weuld stand 
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all the expenses, although I am saying this without consultation with 
them, because the thought came to my mind as I listened-to the other 
gentlemen talking he re—if we had an agent who could go to the source 
of these steel sheets, which is the mill, and find out “why the stock 
is not coming into the legitimate channels rather than into black- 
market channels, we might be able to help this situation. 

It is an impossible situation. As the matter stands, a small dealer, 
a small shop, puts in his order with the regular jobber that he has 
been buying from for years, at a price, as 1 say, from 10 to 12 cents. 
Then he goes out into the market and tries to buy it. Where is his 
best source of supply’ From scrap dealers and junk dealers. 

Mr. Muvrer. Where are they getting it? 

Mr. Carroii, Oh, ho. T have been making a survey of the State 
of Connecticut and that is the question I am asking. 

Mr. Burron. Sixteen and two-thirds is a very small percentage. 
You already have such an agent as you suggest established. I would 
like to hear from Mr. McCormick. 

Mr. McCormick. At present our Enforcement Division happens 
to be conducting an intensive survey and is looking into the black 
market insofar as steel operations are concerned. 

I would like to sit down with you, Mr. Carroll, get the information 
you can give us, and have it phoned back to Mr. Morgan in Wash 
ington, who is conducting that investigation. 

Mr. Carrout. Here is another point right here. I tried to get a 
couple of influential members in the industry to come up here. I 
thought you might ask the question, “Let’s have some direct evidence 
of this black market.” 

Mr. Srecy-Brown. That is what I want. 

Mr. Carroit.. We will come up and we will document everything 
we say in this little seript here. That was their attitude. Then they 
thought a while and they said, “Well, I guess we better not.” I asked 
why. “Oh, we would be out of business next week. We wouldn't 
be able to get any supplies at all. Who is going to sell us steel at 
any price?” And they used a little profanity besides. 

Mr. Muurer. How are you going to pass on that excess price to the 
customers if the Office of Price Stabilization says you have to sell 
it at a fixed price that takes inte account the fixed price of raw 
materials‘ How are you going to get back the excess paid? You 
are going to be out of businessanyway. You will either stop the black 
market or kill yourselves financially. 

Mr. Carrot. That price regulation is going to stop you from doing 
that, and, as you say, you are going out ‘of business. "If you made a 
survey of the shop you would discover that these shops are set up to do 
this one thing for which they have been established for 50 or 75 years. 
They have trained workmen, as Mr. Kunz pointed out. There is 
nothing for them to do but close up. 

Mr. Burron. Most of them are in essential production, are they 
not ¢ 

Mr. Carroui. Here is the point: The sheet-metal and roofing busi- 
ness is the least advertised business of any one of the construction 
businesses. It is still one of the most important of them all. I say 
that, while apologizing to the electrical workers and the bricklayers 
and the rest of them. This building would not be functioning without 
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the sheet-metal workers. The small house you are building for the 
veteran and for other people who need housing absolutely would not 
be functioning without the services of these small shops. Some of 
them have only three and four men. 

Mr. Mappen. May I direct my question to Mr. Carroll ? 

When CMP comes through July 1, don’t you think that will control 
prices at the source and thus prohibit black markets? Taeg 

Mr. Carrout. No. You can go around and get the information if 
the man has authority, but the shop is not going to pass out informa- 
tion as they did to me in this instance and then were sorry for doing 
so. They passed out the invoice and I looked at them. I hear about 
it. The main cry is, “Go to Washington and tell somebody.” 

Mr. Seriy-Brown. Don’t misunderstand me. I am not doubting 
your word as to the existence of the black market. 

It is helpful to this committee if someone can come before the 
committee and lay it out in black and white. Then we have something 
on which to operate. In other words, if we can have a specific detailed 
example of a black-market operation, we can operate on that infor- 
mation. It is difficult to correct the situation unless somebody is per- 
fectly willing to come up and lay the facts right on the table. 

Mr. Carrouiyi. That isthe reason for the black market. 

Mr. Mutter. That is one of the finest ways of putting the black 
marketeers out of business. These men want a little protection for 
themselves, so they will not be put out of business by the men they 
depend upon for their sources of supply. After having this general 
statement, if you businessmen of this community will cooperate with 
Government and give this information to the local enforcement agen- 
cies of OPS, they will enforce the law and get after these black mar- 
keteers without disclosing the source of the information. But if you 
won't give them the specific evidence, they cannot act. 

Eventually they get around to doing it by sending a man into every 
company’s office and examining the records and books, but they won't 
uncover the back marketeers. What is the sense of arming our boys 
and training our boys and sending them overseas to protect our econ- 
omy at home if you will let the enemies at home, the black marketeers, 
destroy our economy right here? If you do not cooperate and give 
us that information, we cannot enforce this law. It is just that simple. 

Nobody wants to hurt any businessman. Nobody wants to make 
you squealers. But if you do not come forward and give the agency 
information under the promise of the agency that they will not dis- 
close the information, there is no way they can enforce the law. 

Mr. Carrot. This steel proposition is a big proposition, It isn’t 
right here that you are going to correct this proposition. You are 
going to correct it at the source of supply. 

Mr. Mvtrer. The steel mill sells its steel. As I understand it, it is 
sold to a warehouse which, in turn, sends it to the members of your 
association, or some of them. Others may get it from the steel mill 
directly. There will be no black marketeering, I assume at the steel 
mill. Somewhere along the line somebody gets that merchandise and 
tries to sell it to your members at a price in excess of ceiling. 

Mr. Carroty. That is correct. . 

Mr. Mcurer. That somebody has an identity and all OPS needs to 
know, the enforcement agency of OPS, is who is supplying that to 
you through the black market. 
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Mr. Srety-Brown. How much of that steel is possibly foreign steel 
that is coming in? 

Mr. Carro.t. That is a question. Lately that has been coming in. 
In one shop I noticed a mess of steel there and I asked about it. It 
looked a little different than the usual good steel. He said, “That is 
European steel.” He made the remark and said, “It is a shame that 
that stuff is coming into this country and our fine steel is going 
abroad.” 

That brought up a question of export. He went into the question. 
That has been hashed out before, about too much going out in export, 
not to the devastated countries under the Marshall plan, but to South 
America, Canada, and other countries that were not particularly 
harmed by the last war. 

Mr. Seevy-Brown. Do you know of any steel shipped to Canada, 
where our manufacturers go up to Canada and buy it back in? 

Mr. Carroty. I do not refer to that. I refer to the amount taken 
out of total supply. 

Mr. Burron. More than normal ¢ 

Mr. Carrotu. I do not think so. About 11 percent of the total 
production. Here is the one point [ want to make about this matter 
of getting it at the source. If you handled this proposition from the 
mill you could go to some of these shops and you could find this fine 
steel with the mill stamp. The mills know their own steel. They 
can stop it from getting into these sources and getting to the jobbers. 

Mr. Sineee. You think the easiest way is to get at the mill, that 
the mill suddenly is not supplying its normal customers and somehow 
that steel from the mill gets diverted into X Y Z sources, which are 
now new sources, and then find themselves in the black market ? 
If the mill supplied the normal customers in the normal amounts, 
then it would be legitimate all the way down; is that your point? 
Is that the point you are making? 

Mr. Carrot. That is exactly correct. 

Mr. Hatieck. But a lot of these sheet people buy from jobbers and 
wholesalers. 

Mr. Carroii. But they are legitimate dealers. 

Mr. Ristcorr. There is a diversion from normal sources. Mr. 
Carroll could, in his company, let us say, previously get a hundred 
tons from X company. Now he suddenly finds himself unable to 
get 100 tons from X company. But his contention is, as I get it, 
that that hundred tons is turned over to Y, who somehow gets it 
back to Mr. Carroll at a higher price. Is that what you are complain- 
ing about ? 

Mr. Carroti. Exactly. 

Mr. Burron. Only 162% percent is going through the normal chan- 
nels ¢ 

Mr. Carroii. Yes; one-sixth. 

Mr. Movurer. What is the X company doing? 

Mr. Carrot. They are buying at these unheard-of prices. That 
is a terrible situation. 

Mr. Murer. Usually your people buy from the warehouse and not 
from the mill ¢ 

Mr. Carroiy. Fifty percent buy from jobbers entirely and the others 
buy from the mills. They get a carload. That keeps them in good 
shape. Then they buy from jobbers, but they cannot get it. They 
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have orders for carloads of steel which have been promised them for 
3 or 4 months. 

Mr. Muvrer. Has the jobber got the steel ¢ 

Mr. Carrouii. He says “No.” 

Mr. Muurer. Steel is not something he can have readily hidden. 
Don’t you know whether the jobber has it or not ‘ 

Mr. Carroiu. Of course, you cannot follow the jobber around, but 
I do not think the jobber is getting it. It is going, as Mr. Ribicoff 
yuts it so well, better than I ean, into various channels, some of which 
_ just sprung up. In fact, right around Connecticut it is notorious 
that a couple of junk dealers have more steel than anybody else. 

Mr. Muurer. OPS wants to have the names of those people. 

Mr. Carroii. That would put our group out of business. 

Mr. Murer. Won't you go out of business if you cannot pass that 
price rise on to your customers / 

Mr. Carron. They are not going to invite going out of business. 

Mr. Murer. Either you are going to buy it on the black market 
and take a chance of prosecution by the law 

Mr. Carrow. It isn’t exactly a black market; it is a gray market. 

Mr. Mucrer. It is a gray market only when you have no price 
ceiling. Once you have a price ceiling it is a black market, and a dirty 
black market. 

Mr. Carroii. All right. Is it good business for people to be able 
to get this steel and charge double the price ¢ 

Mr. Muvrer. No. But how are we going to stop it if you do not 
tell us who is doing it ? 

Mr. Carroii. We can stop it if you give us some authority. 

Mr. Burron. Mr. Halleck. 

Mr. Hauiecn. Let me ask one question. Do these quotations you 
refer to in this gray or black market come in writing or on the 
telephone / 

Mr. Carrouii. I took them right off the invoices just as I got excited 
about them and I was told, “Don’t get me intotrouble.” 

Mr. Muvrer. You are in it now. 

Mr. Hauueck. I am talking about the quotation that the user gets. 
Does that come in writing or does he find out from this operator 
that he has steel that he can get if he will pay this higher price for 
it? Does he get that over the telephone / 

Mr. Carrouy. Sure, he has it. There he is with 4 or 5 or 20 men. 

Mr. Hauieck. As an old prosecuting attorney myself, that is all 
you need. If there is a violation, you wouldn't need to drag any- 
body else in. 

Mr. Carroiti. What is the matter with following this through 
from the mill? 

Mr. Sretey-Brown. What does Mr. McCormick want to say? 

Mr. McCormick. Because of the testimony brought before this 
committee in Atlanta, Ga., some weeks ago, a Nation-wide drive on 
black markets in the scarce metals was undertaken. I might point 
out we are using our most competent men—men trained in FBI work 
and investigator’s work for years. We are currently looking into 
that and hitting it hard. We are turning up some serious eyidence. 

Mr. Carroll points out one thing which is very important. As I 
understand, there is bartering taking place between scrap dealers and 
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mills which have fabricated steel. That is being looked into and 
being investigated thoroughly. We would like to have evidence, 
as you folks have been so earnestly trying to get, from Mr. Carroll 
mainly to save time and direct us to the spot where the fire is. We 
will protect these people. 

Mr. Mcuvrer. All you need is the lead to the firm that may be black 
marketing. You will dig up the rest of the evidence ? 

Mr. McCormick. Yes. I would like to have some time with Mr. 
Carroll. Mr. Madden’s point about the regulation next July might 
be answered in this way: It will help, but I do not think it will be 
the over-all answer. 

Mr. Seery-Brown. Thank you very much for your testimony, Mr. 
Carroll. Weare very grateful to you for appearing. 

Mr. Carroui. Thank you very much 

Mr. Servy-Brown. Mr. McCormick has a comment. 

Mr. McCormick. Mr. Dalmas advises me quite rightly—and it is 
important to mention at this point—that the Price Control Act also 
places a criminal provision against the buyer of black market goods, 
which is a very important point. 

Mr. Muvrer. What you are saying is that the buyer who pays the 
black-market price is also subjected to imprisonment or fine or both. 

Mr. McCormick. Yes, sir. 

Mr. Seecy-Brown. The next witness is Mr. R. A. Wheeler, presi- 
dent, the Chromium Process Co., Shelton, Conn. 

Mr. Wheeler, you may proceed with your testimony. 


STATEMENT OF R. A. WHEELER, PRESIDENT, THE CHROMIUM 
PROCESS CO., SHELTON, CONN. 


Mr. Wieever. I have a very brief statement here which I will read. 
Our predicament is due to the restrictions on the use of critical mate 
rials such as nickel and copper. ‘We realize, of course, that it is much 
more important to use such materials in our armament program if the 
welfare of our country is at stake. 

The lack of certain materials, however, will curtail our production 
and it will be necessary for us to lay off a sizable number of our 
employees unless the general world situation permits our Govern- 
ment to ease the restrictive orders somewhat in the months ahead. 

Since the start of our business in 1927 we have specialized in the 
nickel and chromium plating of very small items, such as screws, 
rivets, nails, washers, nuts, and eyelets. These are used on refrigera- 
tors, and so forth. At the present time we employ 420 people, serving 
approximately 650 customers throughout the eastern section of our 
country. We do not manufacture any item, but serve manufacturers 
of very small items in the electroplating of the parts in question. 

At the moment our plating operations are rigidly controlled by 
National Production Authority orders M-14 and M-12, covering the 
use of nickel and copper. It is essential that all steel items be copper- 
and nickel-plated and brass items nickel-plated prior to chromium 
plating. as chromium plating directly upon the base metals would 
give a finish unsatisfactory from a corrosion and appearance stand- 
point. 

Order M-14 permits the use of nickel on hand as of March 1, 
1951, on a certain group of items, but when present stocks of nickel 
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are depleted all operations must cease except on defense orders. Lf, 
however, material on hand lasts until June 1, we are permitted under 
the order to continue to plate until that date. 

We have sufficient nickel anodes on hand to last possibly until 
the middle of May, at which time we shall be forced to curtail our 
operations very extensively, endeavoring to substitute an undercoat 
of copper prior to chromium wherever possible, thereby continuing 
a portion of our plant in operation. , 

The M-12 order permits the use of copper for plating prior to a 
final coating of chromium, but we find that there is considerable 
difficulty in obtaining additional supplies of this particular metal, 
and all of our predictions on business after June 1 are based upon 
our ability to obtain additional supplies of copper anodes. 

Many of our customers have shipped in to us abnormally ae 
quantities of goods which they hope to have plated before the dead- 
line, and in consequence we are producing to capacity, but it seems 
as though it may be necessary to return a considerable volume of 
customers’ goods unplated when our present stock of materials is 
depleted. 

During the last World War we served the Armed Forces to the 
limit of our capacity on zine plating of various armament products, 
and hope once again to fit into the production schedule when work 
of this sort becomes available. 

We have received one or two subcontracts covering zinc plating 
of ordnance items, and, of course, will do our best to increase our 
production to the limit of our ability, although at the moment many 
of the manufacturers whom we served during the last World War 
have not received Government contracts and are not in a position 
to supply us with work for plating. Some of our former customers, 
however, have received comparatively small orders and are able 
to take care of the finishing problem in their own plating depart- 
ments as, of course, a plant of our type primarily rh care of the 
overflow from the larger manufacturers or, in certain specific in- 
stances, work that they are unable to handle in their own plant. 

In conclusion, we are of the opinion that the prohibition on the use 
of nickel will curtail our production at least 35 percent—that is a 
very, very conservative figure—with all consideration being given 
to Government work which we now have on order or anticipate. This 
reduction in working force will take place sometime about June 1, 
unless our Government eases the use of nickel prior to that date and 
also makes it possible for us to obtain additional supplies. 

We appreciate your interest in the problems confronting the smaller 
type of manufacturer and you can be assured we stand prepared to 

o our utmost to serve our country during this emergency. 

Of course, the thing that is facing me—I happen to be the presi- 
dent and one of the founderers of our company—is that we built the 
one from 1 or 2 employees in 1927 to a point where we now 
employ 420 people. During the last war we employed 75 people 
on different types of work, and we were working at full capacity. 
Some of our employees have been with us 15 years and some since 
the inception of our company. It is my duty to inform some of these 
employees very soon that they are not going to be employed ‘by our 
company. At the moment I have requests from our employees on 
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this matter of curtailment and I have put all the information possible 
on the bulletin board so, when the time comes, they will know that 
the action we take will be out of our control. 

We are losing some of our employees. Last week I told three of 
the boys I would help them to get another job, figuring that we will 
soon have to curtail our employment very radically. I realize that 
we are in a type of business that is not essential. All of our work 
is of a decorative nature. It is for the purpose of enhancing the 
uppearance and in some cases the corrosion resistance of the item 
in which they are used. We are serving Stanley Works, Skoal, and 
Bridgeport Brass and firms of that type, and there is a definite need 
for our services. 

Mr. Serty-Brown. Is there a definite need for your services in an 
item considered essential for the war industries as such? Can you 
convert / 

Mr. Wueever. I am trying to. I am doing it at the moment. I 
a putting in equipment to convert to zine plating. We have had 
no experience during the base period doing zine plating for non- 
governmental use, and the only materials we can get would be on the 
basis of Government orders. At the moment I have three or four 
contracts for work we did during the last war. I find some of the 
manufacturers, due to the small orders they received for Govern- 
ment work, are planning to do their zine plating in their own plants. 
There will be an overflow and the volume will increase as time 
goes on. 

Mr. Srety-Brown. There is no need for the item you use copper and 
nickel on. There is no essential industry that uses those items you 
plate. 

Mr. Wueeer. Yes. In the medical field we do an enormous quan- 
tity of work on hypodermic needles. The hypodermic needle com- 
panies have been unable to secure a DO to cover a large part of their 
products which serve the general public. We do parachute trim- 
mings. At the moment, however, it would be only 5 to 10 percent 
at most. So we have to get into defense work, which we are doing 
to do. 

At the moment we have canvassed all the customers we served in 
the last world war and their answers are that they have no work for 
us. Ina few weeks we will have to curtail our production very, very 
radically. I say 35 percent because I do not want to go off half- 
cocked on it. Actually, it might be considerably more than that. 
The biggest problem that I have facing me today is the welfare of 
people who have been with us for a long time. Our plant is located 
in Shelton. <A lot of the boys will go down to Bridgeport when work 
opens up there. Some of them have gone to Farrows already, but 
a great number of plants are textiles, and they will not be able to 
employ a great many of our help, particularly those who are women. 
Fifty percent of our employees are women. 

Mr. Burron. It is very important to maintain employment and 
also that the essential products for civilian use be continued. A 
result of that nature will not help the war effort but will work to its 
detriment. 

Mr. Carrot. Right now we probably plate 90 percent of the screws 
that are made in New England that go into automobile production. 

Mr. Burron. They are essential. 
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Mr. Wueerer. We may be able to go into chromium on copper if 
we can get the copper, which is a very difficult matter. _ 

Bringing up this matter of black markets, we have received numerous 
letters in our plants, not signed as a rule, but usually the base of the 
activity is in New York. 

The letterheads are not printed in a substantial manner, but they 
list a lot of strategic material that they have available, most of them 
quite searee. These letters have gone into the wastebasket because 
we would close our doors before we would pay a nickel more for 
black-market products. 

Mr. Mutrer. Instead of putting them in the wastebasket, will you 
mail those quotations to the local office of OPS ¢ 

Mr. Wueeter. They do not quote prices. They just list the mate- 
rials. I have written to one or two of them in the case of nickel salts. 
We pay 2514 cents a pound for single nickel salts. I wrote to one 
of these houses and I got a telephone call stating that they had 5 tons 
available which we could purchase for $33, and then I received a letter 
later on from a Boston or Worcester office of the same concern and 
they stated they had this available, but the letter wasn’t signed and 
I do not know whether we have it in our office or not. From my point 
of view, that type of business won't be used as far as our concern is 
concerned. 

Mr. Sve.y-Brown. Will you make that information available to 
the OPS office ? 

Mr. Carroii. If we have them available, I will be glad to do it. 

Mr. Seeiy-Brown. I think that should be handled on the local office 
level. 

Mr. Hauieck. If you are getting them from New York, send them 
down to the committee. 

Mr. Carrot. 1 will do that. 

Mr. Risicorr. Someone has asked if there is a local representative 
of OPS. Mr. Kelly is in charge of the OPS office here. 

Mr. Datmas. Mr. Wheeler, there is a ruling by NPA to the effect 
that factories receiving defense contracts are not to purchase or ask 
for the purchase of equipment with Government funds as long as there 
are existing facilities to do the work in the locality. Based on that 
ruling of NPA, I would like to ask you whether or not you find some 
of the concerns who have defense contracts actually getting in equip- 
ment, new equipment, to do the work which you are qualified and 
equipped to do at the present time. 

Mr. Wurecer. I wouldn’t know that specifically. Any of the larger 
companies in Connecticut have large finishing departments where 
they do all kinds of metal finishing—brass, copper, nickel, chromium, 
zinc, or cadmium plating. Naturally, their equipment consists of 
tankage, different tainks, equipment, and generators to run that type 
of job. All they have to do is dump one solution out and put another 
solution in. The basic materials are all they have to get, not the 
machines to do that kind of work. 

During the last war we had to go out and buy all that machinery 
to equip ourselves. Right now we are a plating concern depending 
upon that type of business for our livelihood. If we receive-larger 
orders from the Ordnance Department we would have to get new 
tanks, and so forth, to do that. We have our basie equipment, our 
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yenerators, know-how, and men, and all the other apparatus that 
sues With it. The amount of material that you buy is- very, very 
limited. 

Mr. Damas. I want to pursue this one thought. We have had 
a good many complaints from platers throughout the country that 
they were losing business because the automobile companies and others 
were putting in their own plating equipment on defense contracts. 

Mr. Wueever. That has been going on all thetime. I get that from 
the manufacturers’ agents who drop in to see me. They are selling 
a lot of equipment. 

Mr. Datmas. The NPA rule is that as long as there are existing 
facilities such equipment should not be bought by those holding defense 
contracts. 

Mr. Wueeter. The average manufacturer likes to do that work in 
his own plant if he can. During the last World War we specialized 
with inside anoid plating, these long tubes that have to be plated not 
only outside but inside. We specialized in that type of work. 

Mr. Muvrer. Is that subcontracting or prime contracting ¢ 

Mr. Wueerer. All subcontracting. 

Mr. Mutter. Have you registered your firm with the Office of Small 
Business of the Munitions Board and the Pentagon ‘ 

Mr. WHee ter. No. 

Mr. Murer. You should do so. 

Mr. Wueever. We have contacted about 600 concerns we have done 
business with. 

Mr. Murer. Write a letter and register your firm with the Office 
of Small Business, Munitions Board, Pentagon. 

Mr. Wueever. If most of us had minute percentages of our basic 
supplies which we are using now for what you might call nonessential 
work, if we could get 15 or 20 or 25 percent of our nickel requirements, 
by stretching that nickel, giving the customer a job that isn’t as good 
as he has been getting but appears as good, we could keep our employ- 
ment up. But although there is a 15-percent ratio, you are supposed 
to be able to vet 15 percent, if you had it on orders as of March l or 
February 1. it is impossible to get that 15 percent nickel. It isn’t 
avatlable. 

Major Wuarron. Have you talked with all of your ordnance district 
people, Mr. Wheeler ¢ 

Mir. Wueecer. I haven’t talked with anyone. I have gone ahead on 
the basis of doing business with the prime contractors. That is the 
way we have to work anyway. 

During the last World War we had a lot of contacts with Spring- 
field, New York, and Boston ordnance, but indirectly through the 
prime contractors, and they told us we should attack the problem 
that way. We have been doing that. 

Major Wuarron. That is true. That is where you will get your 
subcontracting work, for practically all of it will come from your 
prime contractors; but you won't get defense contracts of any nature 
unless you are listed again with your defense agencies in this area. 
For the Hartford area your ordnance office as in this area will have 
to know of your wilingness to do defense work or you won't even 
be considered. The fact that you were listed during the war as a 
supplier of zine plating would, in no means, mean that you would 
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be considered now because those are merely lists that are retained 
in the event of an all-out war production. We are delighted to have 
you listed with our Office of Small Business from which the colonel 
and I both come, from the Munitions Board, but that is for industrial 
mobilization planning, and it will not mean immediate contracts for 
you. 

Mr. Wuereier. We have some contracts right now. We haven't 
taken it up with any ordnance, 

Major Waarron. The only thing is that, if you want direct con- 
tact, you must be listed with your ordnance offices for your type of 
work. If you need those addresses, I have all sorts of addresses of 
all defense agencies in this area. 

Mr. Mutrer. In other words, Major, just as they sell private in- 
(lustry, they must go out and sell the Government, knocking on those 
doors, getting themselves listed and going after the business day 
after day, just as they would try to sell a private customer. 

Major Warton. That is true. Mr. Wheeler is right. His type of 
business is subcontracting. If there is any subcontracting to be done 
on defense work, often the defense agencies are asked by a prime 
contractor, “Name me the people where I can find this type of work.” 
If you are not listed, you won’t be considered because they won't 
know you are ready to do that type of work. 

Mr. Wueever. During the last World War we served 20 mannfac- 
turers in this vicinity or in New York on a percussion tube and other 
bomb-fuse parts. I have contacted them. They are looking for 
business. They have asked me to keep space open in our plant so 
they can take care of that phase in our plant when they receive their 
jobs. 
Mr. Srecy-Brown. Thank you very much. 

For the benefit of everybody here today, may I announce that we 
will see if we can complete our morning schedule as promptly ws) ca 
sible and we will start our afternoon schedule at 2 o'clock. That 
will make it possible for some of you not to wait as long in the after- 
noon as you may be scheduled here. So we will try to complete our 
morning program just as rapidly as we can, and then we will adjourn 
to meet at 2 o'clock. I do ask that we meet as promptly as possible. 

Mr. E. A. Suarrer. I am sure it woul: be of interest to most of the 
manufacturers represented here—like any manufacturer you must 
project your thinking for some modest distance in the future and the 
third and fourth quarters of this year seem to be good periods for 
such projection. Asa user of steel, manufacturing an item that is not 
in defense or defense-supporting fields, what can we reasonably 
anticipate insofar as percentage of tonnage of steel available for our 
type of product? There has been so many conflicting percentages 
in the papers. 

Mr. Sreeriy-Brown. May I ask that you first give vour name, so that 
our stenographer may have your name? 

Mr. Suarrer. My name is FE. A. Shaffer. I represent the Hampden 
Specialty Products, Inc. I am from Massachusetts. I know we are 
presumed to have a meeting in Worcester, but this problem has been 
so acute for us that we thought we would listen to the testimony here. 
We personally use about 10,000 tons of steel a year. We are a fairly 
large user and we do have our problems. 
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Mr. Seety-Brown. Will you be here for the afternoon session ? 

Mr. Suarrer. No, I cannot. We are leaving. 

Mr. Seetey-Brown. Would it be possible to call first on our last 
two witnesses of the morning and then we could come to your ques- 
tion. which is a real one. 

The next witness is Mr. James R. Johnson, president, Connecticut 
Automotive Trade Association, Hartford, Conn. 


STATEMENT OF JAMES R. JOHNSON, PRESIDENT, CONNECTICUT 
AUTOMOTIVE TRADES ASSOCIATION, HARTFORD, CONN. 


Mr. Jonnson. Mr. Chairman, members of the committee, my name 
is James R. Johnson. [ am an automobile dealer in Hartford, Conn. 
Today I wish to speak to you in my capacity as president of the 
Connecticut Automotive Trades Association. Our association is made 
up of nearly 1,300 automobile dealers, repairers, and allied tradesmen 
in Connecticut. 

Our organization is 30 years old this year. 

Through our association office, and through constant contact with 
our group, we have our finger on the pulse of every development 
relating to the selling and servicing of new and used automobiles. 

One of the most important points I want to make is to impress upon 
your committee, and through you, upon all other Senators and Rep- 
resentatives, and those in Washington upon whom falls the respon- 
sibility of planning our great defense effort; and that point is, the 
essentiality of the automobile. 

The automobile is a necessity from birth until death of the average 
American citizen, and at no time should the automobile be classi- 
fied with the luxuries and nonessentials. 

Comparatively few of the towns in the State of Connecticut are 
served by railroads. All of the rest of the towns and communities 
in Connecticut must rely upon motor vehicles for transportation of 
its citizens, its products, and its necessities. 

The second point I should like to make is that men engaged in 
the automobile business are legitimate businessmen, taking their 
rightful places in community and civic life and contributing to their 
State and Nation everything that can be expected of small-business 
men, as evidenced by the fact that so many of our industry members 
are now serving on local draft boards, town committees, and com- 
missions, and many are holding elected and appointed offices in their 
respect ive cities and towns, 

Kighty-two percent of all the automobile dealers in this country 
are dealers who, in the vears since the war, sold under 100 new cars 
per year. Directly after the last war our manufacturers were plagued 
by strikes and material shortages, making it impossible to furnish 
their dealers with the number of cars the public was demanding. 

The great majority of new car dealers did not receive enough new 
cars to make a profit that would insure the expense they were faced 
with—what with the demands of manufacturers for new showrooms, 
the replacement of worn-out shop equipment, and the enlarged in- 
ventories necessary to service the cars worn out during the 4 years’ 
cessation of new car production. ‘Thousands of small dealers have 
not yet, and may never, recover from the impact such conditions 
brought about. 
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Every automobile dealer today faces the future with an ominous 
feeling of insecurity. The serious consequences which could result, 
due to drastic cuts in production, and faced with proposed exor- 
bitant discriminatory taxes, credit controls, and the latest of our 
headaches—the threat of an OPS cut in our historic discount—gives 
all of us great cause for alarm. 

We are absolutely opposed to the Office of Price Stabilization’s 
recent amendment granting the car manufacture an increase without 
permitting the dealer to add his usual trade discount, or mark-up. 

The proposed increase in the excise tax on automobiles takes on 
serious proportions. It is altogether possible that the imposition 
of too large a burden in taxes may eliminate the main market for 
automobiles. 

In this event, the resultant decline in sales would quickly lead 
to a sharp drop in Federal and State revenue and would spell doom 
for the retail automobile business. 

There is approximately one motor car for every four people in 
this country. In sharp contrast, Great Britain has only 1 car for 
every 22 people. France, | for every 27 people, and Italy, only 1 for 
every 176. 

Why this great difference in European car ownership as compared 
with the United States? The main difference can be attributed to 
the fact that in Europe the motor vehicle itself is taxed out of reach 
of the average citizen. Also, the tax on gasoline varies from 75 
percent to 200 percent above the tax m this country. 

The hidden and direct taxes on a $2,000 automobile in this country 
today are approximately $475, according to statistics prepared by 
Automotive Facts and Figures. We are already headed toward the 
high percentage of tax which is preventing the general use of motor 
vehicles in Europe. 

We, in this country, must watch out that we don't add that last 
straw to the load already on the camel's back. 

The controls imposed by the Federal Reserve Board are working : 
serious hardship on the car-buying public today. Yet, we hear from 
press statements by Cabinet members and through rumor factory that 
controls are going to be still more drastic and that the Federal Re- 
serve Board is considering reducing maturity payments to 12 months. 

In the last 6 weeks it has been brought forcibly to the minds of our 
industry members that such controls have brought about a serious de- 
cline in new car and used car sales. Across the Nation recent surveys 
show ever increasing new and used car inventories. 

The usual spring upsurge in buying has failed to develop, and in 
the opinion of most dealers inability to meet higher down payments 
and high monthly payments is the major cause of this condition. 

There still exists a serious need for millions of new cars as the aver- 
age car on the highway today is 814 years old. Even late-model used 
cars are out of reach of most working people. 

Our manpower problems have taken on serious proportions, and 
many automobile men are not able to compete with defense industry 
wages, while their wages and prices to the customer are fixed. 

The shortage of tires is beginning to make itself felt, and many 
dealers report their inability to equip their used cars with safe ‘tires. 

Much thought and study should also be given to providing adequate 
materials in order that the manufacture of adequate parts with which 
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to keep our present cars rolling is assured. A breakdown in auto- 
mobile transportation could have dire consequences in event of an all- 
out war. No one knows as well as automobile men how near we came 
to total breakdown during World War IL. 

To sum up, gentlemen, the retail automobile industry in Connecti- 
cut stands ready and anxious to contribute their full share to stamp 
out communism and world aggression. 

We are giving our sons and our money. We are supporting war 
bond and Red Cross drives, and many of our members are contributing 
in time and effort to every worthy cause that our country may re- 
main strong and free; but, if we are to remain strong, our economy 
must be strong. 

If the automobile industry is to produce at the rate of 5,000,000 
cars this year, we auto dealers must sell them; and without unnecessary 
restrictions we can sell them. By so doing, we will insure full em 
ployment to the many thousands employed directly in the manufac- 
ture, selling, and servicing of these cars. 

Of utmost importance, then, we must have relief from the stringent 
regulations imposed by the Federal Reserve Board and increase the 
maturity payments at at least 21 months. 

Every effort should be made to prevent an increase in the Federal 
excise taxes that would result in a serious decline in sales with re- 
sultant loss of revenue to Government in taxes, and loss to our indus stry 
of serious proportions 

The automobile must be considered second only to food, clothing, 
and shelter as essential to our way of life and our ability to build the 
sg Hm of defense. 

s things rest now, the auto retailer is caught between the squeeze 
of high new-car production and the inability of the public to buy our 
products at present prices without extended time payments. We do 
not propose curtailment of new-car production unless the defense 
effort demands it, but we cannot possibly sell our share in a 5,000,000- 
car year at present prices under restrictive controls, 

I want to thank this committee on behalf of the automobile retail 
industry in Connecticut and myself for your courtesy in giving us a 
chance to acquaint you with conditions within our industry. Thank 
you all sincerely. 

Mr. Srety-Brown. I think it would be very proper, before we go 
into any questioning by the members of the committee, if Mr. McCor- 
mick from the Office of Price Stabilization would comment on the 
testimony which has just been presented here by Mr. Jolinson. 

Mr. McCormick. Thank you, Mr. Chairman, 

Mr. Johnson, your various associations throughout the various 
States we have visited have brought out very clearly the problems 
facing your industry. On Saturday I had an opportunity to discuss 
at length with our Director, Mr. DiSalle, the current problems which 
you people have. He understands them. 

You people have, and properly so, submitted names of the industry 
members for your industry committee. That committee is being 
appointed, In fact, it has been appointed. Your first meeting is set 
on May 3, where this matter can be gone into thoroughly and ham- 


mered out and worked out. 
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I might say this: We have also talked with Mr. McKay at length 
and with your attorney, Mr. Moore; and any information that you 
want will be answered and sent to you in the next few days. 

The important thing I want you to know is that many of us realize 
and remember the great services that you folks rendered during the 
last emergency on many fronts. We appreciate that. 

Mr. Jounson, Thank you. 

Mr. Mvuvrer. Does your association also represent the used-car 
dealers in this area ? 

Mr. Jounson. Yes; we do. 

Mr. Muvrer. Mr. Johnson, you gave us some figures in your state- 
ment. You took a $2,000 automobile and said approximately $475 
of that is hidden and direct taxes. I would like to have you send 
the committee, if you will, a statement showing how you arrived at 
that $475 in taxes. 

Mr. Jounson. Those figures are taken from a very well known 
source, and I will be glad to make it available to you. 

Mr. Mvuvrer. Taking the $2,000 automobile and deducting the $475 
in taxes, you get $1,525 as the cost of the automobile to the manufac- 
turer. The manufacturer has established that their costs have gone 
up 314 percent. They were permitted to increase the cost $53.37 
on that $2,000 car that you collect for the manufacturer. How much 
of that $53.37 do you think the average retailer should get on top of 
that ¢ 

Mr. Jonnson. All we want is the normal discount on it. 

Mr. Mutter. How much more does it cost you to collect $2,053.37 
plus your mark-up ¢ 

Mr. Jonnson. I don’t think it costs anything. 

Mr. Motrer. Why should you get an increase? 

Mr. Jomnson. We don’t want an increase. We don’t want to es- 
tablish in the minds of the manufacturer or anyone else that we can 
operate our business that way. This may be just a start toward a more 
serious condition. 

Mr. Mctrer. We are in an emergency situation at the present time. 
Of course, the emergency may last a long time. But let’s treat it as 
an emergency situation. Why should you get any mark-up on that 
$53.37 which is supposed to represent increased cost of manufacture ? 

Mr. Jonnson. If we were convinced that was the exact increased 
cost of manufacture, we would be willing to do it. 

Mr. Murer. You should present facts and figures to OPS to show 
that the increase is too much. Will you be satisfied if the mecrease 
is cut down to $27 rather than $53 ¢ 

Mr. Jonnson. I don’t think we should make an issue of that par- 
ticular argument. There are a number of stronger points. 

Mr. Hatieck. I would like to say this. This matter was up in 
World War II. There was a definite move then by the OPA to inter- 
fere with the historie discount arrangement between the manufac- 
turers and their dealers. That subsequently was abandoned, largely 
as a result of the hearings and the work carried on by the House 
Smal! Business Committee. . 

As I understand it from Mr. Johnson, and as I have listened to these 
other witnesses, Mr. Multer, the proposition that they urge is that, in 
respect to the matter of their historic discount arrangement with the 
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manufacturers, the OPS, if permitted to intervene at this time to 
change it, might later bring on further changes. 

As. far as I am concerned, I had not understood that that was the 
basic reason for the creation of the Office of Price Stabilization, or 
the authority given it. 

Mr. Mutrer. The Office of Price Stabilization has regulations by 
which anybody suffering a hards ship can come in and prove his case 
and get re ‘lief and get an increased price if the ‘vy aree ontitle dtoit. The 
automobile manufacturers did that. I do not say whether that is the 
right figure or not. I do not know ae at facts they submitted to OPS, 
but OPS said the manufacturer should be permitted to increase his 
cost because his cost was increased. If the cetteaneie dealer has an 
increase in cost he should prove his case and not say because the manu- 
facturer has gotten an increase he wants an increase. 

Mr. Hautxeck. I do not agree with that view. I would not want my 
position in that regard to be established by what you have said. The 
issue is whether or not, there being an increase in the price to the 
manufacturer, the dealer shall get the same percentage mark-up on 
that increase, which wouldn’t amount to very much on a $50 arrange- 
ment, whether he shall get that or not. It doesn’t rest on any proof 
that he is necessarily out more money because he is in business and 
selling the automobile. 

Mr. Srety-Brown. Are there any further questions from anybody ? 
If not, we thank you very much a vour testimony, Mr. Johnson. 

The next witness will be Mr. J. H. Dockendorff, president of the 
firm of Dockendorff & Co., Inc., Br idgeport, Conn. 


STATEMENT OF J. H. DOCKENDORFF, PRESIDENT, DOCKENDORFF 
& CO., INC., BRIDGEPORT, CONN. 


Mr. Dockenvorrr. I will attempt to make my remarks as short as 
possible and be as constructive as I can. 

lam a gun-sight manufacturer, and have been in the business for 
the last 6 years. Primarily, I manufacture gun sights for the gun 
manufacturers. Therefore, the very essence of my business m: akes me 
a small-business man who is of interest to the Federal Government. 

Over the last year I have completed two prime contracts. I am now 
in the process of a subcontract. When I received this invitation to be 
here I thought perhaps I ought to come and give my experience in a 
short, instructive way of what the small-business man is up against 
doing business with the Government. I find it quite serious. ‘Tn my 
statement I give it in a brief form, and perhaps I will read along with 
it as I go along. 

I find in working with the Government on a prime contract that 
finances needed are far and beyond that needed for an ordinary small- 
business man’s work. Of course, as matters stand tod: ay, we find it 
very difficult to obtain financial aid thrgugh the Reconstruction Fi- 
nance Corporation or banks. TI have been going through considerable 
difficulty in that line, particularly due to the fact that I lost consider- 
ably in my first Government contract which I ever took. Difficulties 
encountered in financing prime contractors are particularly true in 
shipping finished goods. The small-business man finds it very diffi- 
cult to manufacture for a month or 2 months and keep his product on 
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the floor awaiting shipping instructions, and the records and cost 
systems as set up “under prime contracts are far and beyond what is 
needed by an ordinary small-business man. Therefore I have more 
or less confined my efforts to that of subcontracting for the very reason 
that I need less working capital. My deliveries of finished products 
are shipped weekly, as I do with the ordinary gun manufacturer's 
business. I have my accounting and legal fees less, and my packaging 
problems are almost eliminated. So I find in a small manufacturing 
plant with about the proper engineering department that I possibly 
should have that, aed Hi 8 as a subcontractor, I have the use of the 
prime contractor's engineering department, which is very helpful. 

The suggestions that I have to make before this committee which 
would help a small-business man such as myself are that, as far as 
possible, the Government should distribute procurement to the manu- 
facturer of the products which he knows how to manufacture. I have 
in instances working with the Government seen where they think noth- 
ing of going to a corset manufacturer and asking him to make gun 
sights or something of that nature, but not quite to that extreme. But 
1 have considerable experience in that. 

By the fact that I am experienced in this work, I think I can save 
them engineering. I have the know-how and can make a better prod- 
uct, and my cost is naturally less. 

But my prime kick—as you mentioned today, let us have our gripes- 
is the lack of long-term planning with small-business men on the part 
of the Federal Government. 

At the present time I am tooled up and have just completed the front 
sight on the Garand rifle in sizable quantities. I have completed the 
contract on the rear sight on the Browning automatic rifle, and my 
facilities are now in the process of shutting down. There is no work. 

Fortunately, I happen to have steel. Since my product is small and 
light, I have no steel problems. I have steel on hand today to make 
most of them. I have steel to make all that the Springfield Armory 
wanted in the last order. But they don’t want to work with me be- 
cause my price is higher as compared to the cost for making them at 
the Springfield Armory. 

That is probably fair, but there isn’t any coordinating plan. 

I started to make the rear sight on the Browning automatic rifle. 
I made it for about 30 days. We got tooled up. Inthe process of man- 
ufacture, when some more were required, they did not come to me to 
get more, but they went out on open bids and gave them to a concern 
in Chicago. They gave them $39,000 for tooling up. 

That extra quantity would have been of tremendous help to me, as 
1 was tooled. 

I know if they came to me now, I am tooled te make these products 
that are going to be needed. 

Why don’t I make other products, trigger guards and trigger pulls 
for rifles? 

What I am trying to main@ain is continuity in the business that I 
know and the one I am tooled up for and know how to make. By the 
fact that they will work with me on a long-term plan, they would elim- 
inate my rushing through and completing one order and then shutting 
down my facilities, such as is going on today. 


By talking with me on a long-term program, I get better and cheaper 


methods of manufacture. 
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There is another point I would like to bring out. At the present time 
they are placing prime contracts for making rifles. One is being placed 
right now. They have left it up to this manufacturer of this rifle 
whether or not they will let me make the sights on it. That is up to the 
manufacturer of the rifles himself. I would like to see the legislation 
have mandatory agreements to make them purchase through ‘the sub 
contractors, from the man who is built wp for it and tooled up to do it. 

They ought to talk to us on maintaining the small manufacturers’ 
facilities that know how to make these items in a standby position dur- 
ing the period of preparedness. 

As I stand today, I should shut down and make other products, al 
though I am making the most essential product that the armed services 
should have. But I have to do something. 

There was one point that was brought out by the others, namely, 
Federal inspection. I wanted to bring that to your attention. The 
subcontractor should have inspection of his product at the point of 
manufacture. 

At the present time that very policy IS being changed. The point of 
inspection is at the point of prime contract. That is practically im 
possible for a small contractor to operate under because he offers to 
the prime contractor an out for the payment of his bills. I have had 
a Jong experience in that field of manufacturing as a subcontractor. 

The prime contractor doesn’t pay his invoice until it has been in- 
spected by the Federal Government. 

I have added here in general my item 6. I would like to add that 
it seems to me the procurement could be of a lot more cooperative 
nature with the contractors, For a year I have been wackine on 
Government work and as yet I have not had a Federal man in my 
plant who represents the Government, talking with me about any 
engineering PS lems, cooperating with me and obtaining my raw 
materials if [ do have any difficulties, and, as far as possible, work- 
ing with me in my problems in a cooperative planning nature. ‘That 
is about all I care to say. 

Mr. Sre.y-Brown. Sir, first IT would like to call on the Depart- 
ment of Defense, since a great deal of your testimony deals directly 
with the Department of Defense and the way in which the Depart- 
ment of Defense operates. I think we would like to hear from the 
Department of Defense as regards the specific problems you have 
raised, 

Colonel Tiromas. IT think the gentleman has brought out two very 
good points. While the major and myself have nothing to do with 
Ordnance, being on a general staff level, I think we can take up with 
the proper people the ady isability of inspection at the point of origin, 
and IT agree that that is the most suitable thing. It is inevitable, 
It is the only sensible thing to do. We can take that matter up. 
Whether we can guarantee that it be done, we do not know. There 
are people who wear more stars than we wear freckles, 

At this point I would like to bring out an interesting point. I 
am a small businessman. T am a Reserve officer called back for my 
third war. One of the reasons T am on this committee is that T am 
trying to operate a factory on Long Island at the same time while 
I am wearing this sacksuit, which T am proud to wear. 

We will assist you on that. 
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Also, there is the matter of having a Federal inspector or engineer 
come in there if you get into war contracts. That is certainly the 
right thing to do. That is one of the things our office can also bring 
considerable influence to bear on. We are there to see that the small- 
business man has the facilities of the Department of Defense to aid 
him in solving his problems, and we will take both those propositions 
of yours up. i thing we can do something. 

Major, have you anything to add to that? 

Major Wuarron. There is only one thing that I have to say and 
it is this: Prime contractors, of course, by law, are still able to select 
their subcontractors. Also there is a legal clause which makes it 
mandatory that the lowest bidder be accepted on any bid. The 
Government cannot change that insofar as that low contract is a 
plausible contract. 

Of course, on negotiations, a prime contractor is still in a com- 
petitive business because even in negotiated contracts, unless it is 
an extremely classified contract, the Government selects many firms 
with which they have discussed the negotiations. 

Mr. Mutrer. Has the Government any right to negotiate with 
various people and give it to one who is not the lowest person, assum- 
ing they are all qualified ? 

Major Wuarrton. No, sir; but they must be qualified. 

Mr. Mutrer. Let’s get to this man’s specific procurement problem 
which he mentioned. 

Were you invited to bid on that contract that went to Chicago? 

Mr. Dockenporrr. Oh, yes; I was invited to bid. 

Mr. Mutter. It was an item you had been making and were tooled 
up and ready to go on, but, nevertheless, the Chicago office got the 
contract plus $39,000 to tool up? 

Mr. Dockxenvorrr. The combination of his tooling costs and the 
price was lower than the price I submitted. 

Major Wnarron. That still meets the requirements if his bid is 
still low. 

Mr. Seecy-Brown. It cost the Government less to get it from the 
Chicago manufacturer. 

Mr. Dockxenporrr. Literally, yes. 

Mr. Srety-Brown. Not only what they made, but the $39,000 still 
added up to a lower cost to the Government. 

Mr. Dockxenvorrr. It still cost the Government less. 

Colonel THomas. To what do you attribute the fact that Chicago 
could underbid to that extent? Was the contract a very large one? 

Mr. Dockenporrr. It was a very small one in this particular in- 
stance. I investigated why it happened. It was a case of a plant try- 
ing to keep itself going. It wasn’t a gun-sight manufacturer. It was 
a man who made business machines. He has a problem keeping his 
help going and wants to keep going. So he came in and bid lower. 
In that case, the Government does not take consideration of the fact 
that a man makes rifles and nothing else. He can be making corsets 
or anything else, as long as he bids the lowest bid, he is accepted. 

I am saying that in times like these it is a serious matter to consider. 
I have two cases where a school machine manufacturer attempted to 
make the product for the Government. I am just finishing tw6 con- 
tracts for the Government for gun sights where they gave it out on a 
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low bid and the man could not make the product. I am doing that 


right now. 

Mr. Mutter. It is a little exaggerated to say that the fellow breeding 
, horses will get a contract to make gun sights. The man making type- 
: writer parts can make the tools for the trigger part and turn it out. 
: He can make the gun sight. It is an allied industry. 

Mr. Dockenporrr. ‘That is right. 

Mr. O’Donnewu. I want to echo Congressman Multer to the effect 
that Reconstruction Finance Corporation is operating, and for the 
benefit of the people here, the office is located at 10 Post Office Square, 
Boston. We and the committee are fully appreciative of the difficul- 
ties that small business is having today in obtaining financing. The 
Reconstruction Finance Corporation is restricted in its peacetime leg- 
islation to rather rigid requirements, but recently a recommendation 
was made, through channels, the Office of Defense Mobilization, the 
Bureau of the Budget to the President, which will permit the RFC to 
make a commitment to a small-business man predicated upon his re- 
ceipt of a Government contract. So the effect will be to finance the 
contract. 

This is now under consideration by the Bureau of the Budget, and 
I want to add that the House Small Business Committee, through its 
chairman, Mr. Patman, just last week sent a very strong letter to the 
: Director of the Bureau of the Budget urging the rapid execution of 
that Executive order, which would very materially aid the small- 
j business man in financing his war contract. 

i Mr. Srety-Brown. Are there any further questions from the com- 
4 
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mittee? We are very grateful to you, Mr. Dockendorff, for your tes- 
tuony. Before we adjourn for lunch, is Mr. Kunz here? 1 wonder 
if he would let us hear from him again as to the outcome of his con- 
ference with the Department of Commerce, the NPA local officials, 
before we adjourn. Maybe you would care to give us that informa- 
tion now. 

Mr. Fisuer. My name is Mr. Fisher of the Hartford Element Co. 

Mr. Srery-Brown. Have you a report ? 

Mr. Fisuer. Yes, I have. 

I was one of the first witnesses here, and I have been very fortunate 


to talk to Mr. Bartlett of NPA and the official of NPA here in Hart- 


i ford. I find they have at their fingertips a great deal of information 
i of which I did not know, and I assume that a great many of the other 
small-business men did not know. 

: In addition to that, Mr. Bartlett informed me that a great many 
; of the prime contractors are continuously contacting them as to where 


and what companies are available for subcontract work. 

You asked me to report back to you on anything that was done. I 
have left my report with you and, upon the completion with my ap- 
pointment with Mr. Bartlett, I will then, in turn, make another report 
i to the Small Business Comittee as to the results. I can very frankly 
say that I do honestly believe that I have gotten somewhere here this 
morning. 

Mr. See_y-Brown. That is good news to all of us. 

Mr. Suarrer. May I have an answer to my question ¢ 

Mr. Sretey-Brown. You have raised a question with which every- 
body is concerned, as to who speaks officially from the Government 
with respect to what the next program will be. 
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Mr. Srrarrer. The important thing for the average small-business 
man is what he must anticipate. Shall we close our plants down for 
our present civilian production and attempt to convert to Government 
production or can a Government agency say to us, “You will receive 
X percentage of what you received last year for the continuance of 
your work, and try to fill in the balance of the work with Government 
work” ¢ 

Mr. Muvrer. You are talking about steel? 

Mr. Suarrer. That is right. 

Mr. Bartierr. Under the CMP plan we have to first determine the 
amount of steel available. That will be allocated on the basis of 
defense needs. Further allocation will be made for defense support- 
ing needs. That will be on a known basis because we will know the 
requirements. Subtracting that from the amount of available supply 
will give us the civilian requirements. That will in turn be allocated 
on a priority basis. I do not think anybody is able to tell us what 
percentage you will be able to obtain for civilian requirements until 
we first determine defense needs. 

Mr. Suarrer. I appreciate that is a tremendously difficult question 
to answer. It is the $64 question. My particular firm had a great 
deal of experience during the last war. We turned out millions of 
dollars on Government contracts. We gave ourselves a lead time 
of 90 days to tool up. If on July 1, a Government regulation would 
come out to the effect that steel would be no longer available for my 
company and if I were fortunate enough to get a Government con- 
tract during the 90-day lead period, I would be out of business. I 
couldn't support my employees for a 90-day stand-by and T would be 
out of business. 

If a Government agency could say to us, “You can be assured of X 
percentage of your normal supply,” we can make our plans accord- 
ingly. Without that assurance, small business is in a_ difficult 
situation. 

Mr. Srecy-Brown. In every hearing and meeting that the Small 
Business Committee has had with the various agencies of Government 
in Washington we have very earnestly urged them to do just that, so 
that you very properly could make your plans. I might say that we 
were helpful with regard to aluminum in that respect, and [ hope we 
will possibly be helpful in all respects, because we appreciate that is 
the biggest problem, and we are doing everything we can. 

Colonel Tuomas. I can add a little to that, I think. I can add just 
a general statement. It won't solve your problems, but it may give 
you a little bit of a broader picture. ; 

In 1944 the Department of Defense was spending at the rate of 
$100 billion for defense needs and materials. At the present time, if 
we obtain all the funds that we have asked the Congress to give us, 
they would total only $42 billion, and only about 40 percent of that 
is believed to eventually trickle down into things. The rest would 
be for intangibles—services and such. 

What the near picture will bring up I do not know. 

Possibly General MacArthur's return may bring that to a more 
rapid head than otherwise. You can figure $100 billion as against 
S42 billion. I would still go after civilian contracts rather than rely 
too much on defense orders. 
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(The statement of Mr. J. H. Dockendorff. president, Dockendortf & 
Co., Inc., Bridgeport, Conn., submitted to the committee, follows :) 





As small manufacturers, we are attending the hearing in Hartford, April 23, 
in response to your invitation, and submit herewith information requested. 







MANUFACTURING EXPERIENCE 











U. S. Ordnance Small Arms Contract No. DA—19—-058 ord-718, front sight, M-1 
rifle (Garand)—completed December 31, 1950 

U.S. Ordnance Small Arms Contract No. DA—19—O58 ord-—1108, rear sight, Brown- 
ing automatic rifle—completed March 18, 1951 

Harrington & Richardson Arms Co., rifle sights—in process of manufacture 

Savage Arms Corp., rifle sights—in process of manufacture 

High Standard Manufacturing Corp., rifle sights—in process of manufacture 

Production and distribution, “Dockendorff gun sights’’—in process of mannu- 
facture 












New concrete and steel one-floor building 5,000 square feet. Potential ex 
pansion to 10,000 square feet 
Employees: Thirty-five 





Equipment 














Millers: Foot ‘. 4 
Horizontal 12) Automatic tapper 1 
Vertical 3 | Spotwelders 2 

Drill presses : Induction brazing l 
Power . 2 | Grinders aie 1 
Bench 5! Cut-off machine 1 
Floor . Sanders 3 






= 


Power presses 






Tool room equipment and miscellaneous machinery. 





STATEMEN' 


I. PRIME CONTRACTS FOR SMALL BUSINESS UNDER PRESENT PROCEDURE OF 
PROCUREMENT IS DIFFICULT TO ADMINISTER 








: A. Financial resources and working capital for prime contracts must be unre 
stricted : 
1. Government and bank loans difficult to obtain. 
2. Finished product shipped at discretion of Government agencies 
3. Complete cost records maintained at all times, far and beyond those 
required for ordinary small-business requirements 
II. SUBCONTRACTING 
A. Less working capital required. 
B. Deliveries of finished product can be made as manufactured. 
C. Legal costs and accounting simpiified. 
D. Packaging problems should be administered by prime contractor. 
E. Mutual cooperation in engineering with prime contractor and subcontractor 
' III. RECOM MENDATIONS TO ASSIST SMALL BUSINESS IN PRESENT 
j PREPAREDNESS PROGRAM 
: A. As far as possible, distribute procurement to manufacturers producing similar 
products : 
1. Minimum engineering required. 
3 2. “Know-how.” 
3. Better product 


4. Less cost. 
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B. Long-term coordinated planning with small business for continuous manu- 
facture during preparedness program : 

1. Eliminating rushed production on single orders with consequential 
shut-down of facilities. 

2. Better and cheaper methods of manufacture. 

3. In placing prime contracts, mandatory agreements should be made to 
place subcontracts with present manufacturer of items required. 

(a) Eliminating duplicate facilities and maintaining steady pro- 
duction for manufacturer of component parts. 

4. Maintain small manufacturer (with facilities and “know-how” to make 
needed items) in stand- -by position during period of preparedness 
program. 

5. All small manufacturers should have Government inspection at point 
of manufacture. 

(a) To have close coordination between inspection and produc- 
tion, thus reducing waste and delays. 

(>) Eliminate delay in payment by prime contractor awaiting 
Government inspection of finished product. 

6. In general, a closer cooperation between small manufacturers and Gov- 

ment procurement agencies. 
(a) Assist and recommend means of financial aid. 
(b) Assist in engineering problems and methods of manufacture. 
(c) Cooperate in obtaining raw material, supplies, and assist in 
labor problems. 
(d) As far as possible, simplify methods of procedure and paper- 
work requirements. 


Mr. Burton. We have just received this telegram addressed to the 
Small Business Committee, through Horace Seely-Brown. It reads: 


The health or illness of our entire economy is reflected to a large extent in 
the status of the small-business man. In Connecticut our State Development 
Commission is giving much time and thought to the problems of small business in 
this period of national emegrency. It is excellent that the Connecticut represent- 
atives of this field of our economy should have opportunity today to transmit to 
Washington through you and your associates their opinions and the record of 
their experience. Please extend to all concerned my official greeting and my hope 
that fruitful results will ensue from today’s discussions, Kind personal regards. 

Joun Lopoe, Governor. 


We especially appreciate this, coming, as it does, from one of our 


former associates whom we hold so high. 

Thank you for your kind attention and for your testimony this 
morning. 

We adjourn now until 2 p. m. 

(Whereupon, at 12:55 p. m., the hearing recessed until 2 p. m., of 
this same day.) 


AFTERNOON SESSION 


Mr. See.ty-Brown. If the committee will come to order, please, 
we want to start. 

Mr. Burron. We have just received this letter from James T. Pat- 
terson, your Representative. It reads as follows: 

As I am unable to appear today with the subcommittee conducting hearings on 
small-business problems, I would appreciate your indulgence in allowing my 
executive secretary, Mr. W. A. Painter, to serve in my stead. 

Unfortunately, Armed Services Committee hearing on revisions in the Military 
Reserve program preclude my attendance in person. 

As you know, that is a very busy committee right now. We are glad 
to welcome Mr. W. A. Painter, his executive secretary. Is Mr. Painter 
here ¢ 

Mr. Painter, we are very happy to have you. 
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Mr. See.y-Brown. The first witness will Mr. Jules Loxsom, pres- 
dent, Viscol Co., Bridgeport, Conn. 

If you will, please file a copy of your statement with the clerk. In 
view of the time schedule and the fact that we have many additional 
witnesses who wish to be heard, I hope that we can hear your com- 
plete stories, but we also hope that we can move along as rapidly as it 
it possible to do. 

Go ahead, Mr. Loxsom. 


STATEMENT OF JULES LOXSOM, PRESIDENT, THE VISCOL CO., 
BRIDGEPORT, CONN. 


Mr. Loxsom. As Mr. Seely-Brown stated, my name is Jules Loxsom, 
of the Viscol Co., of Bridgeport. Conn. Our business is the manufac- 
ture of leather preservatives and shoe-waterproofing compounds 
which are sold chiefly in small tin cans through shoe and sporting- 
goods jobbers. Normally, our company is a very small company and 
we would employ anyw here between 8 and 12 individuals. Right now, 
because of curtailments, we are employing merely four. 

A brief summary of the effect of the national preparedness program 
on our company is as follows: 

I purchased control! of the Viscol Co. on July 1, 1950. At that time 
the company was losing money ad its sales volume was steadily de- 
creasing. I put additional capital into the business, extensively re- 
cegauuined the corporation, and as a practical matter started a new 
business on its way. In 1951 the NPA restricted our use of tin cans to 
90 percent of 1950 or 1949. We applied for relief, citing among other 
points the fact that our business was in effect a new one and that our 
sales volume should not be restricted to that of the company’s prede- 
cessor management. The decision was that NPA Order M-25—re: 
tin-plate restrictions—and Direction 1 to M-25 adequately take care of 
us, and that we could not use more tin plate. We have since asked the 

NPA/’s Office of Small Business to review our case further. 

Mr. Murer. When was the last request for review ¢ 

Mr. Loxsom. Almost 3 weeks ago. 

Our point under this heading was that we were in effect a new 
business and we hoped that our status as a new business would have 
been considered strongly, but apparently we were looked upon only 
as a continuing legal entity and therefore limited in our use of tin 
cans. Because of this limitation and slight delay perhaps, we are 
at the moment operating at a loss. 

Our second point is that, as I stated above, we are subject to NPA’s 
tin can restriction orders. The unit of tin plate measurement is the 
“base box.” The Viscol Co.’s 1950 experience was: 

Average size of can, 6 ounces; sold to consumer for 35 cents each, 
sales volume, $40,000; base boxes sold, 400. 

To compare our volume with another business, we might consider 
the hypothetical case of a medium-sized company, the ABC Ale & 
Beer Co., Inc. : 

Average size of can, 12 ounces; sold to a consumer for 15 cents 
each—sales volume, $4,000,000: base boxes sold, 100,000. 

Therefore, both companies are subject to tin can allocation, even 
though our annual “base-box” usage is less than one-half of 1 percent 
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of an average firm; even though the entire year’s volume for our 
—e is equivalent to just 1 day’s production of an average- 
sized firm. 

We wish that control of tin plate consumption were not set at quite 
such a low volume level, in order that a very small user, and particu- 
larly a new venture such as ours, could have some room for expansion 
in its opel rations. 

As a very small small business in a special industrial field, we are 
hoping for continued permission by the Government to operate our 
normal type of business. We need our regular business to keep us 
at least close to our break-even point while trying to obtain defense 
orders. We need our regular business to give us time and money to 
adjust and retool our production line and packaging methods and 
materials to a wartime basis, 

And over and above our tin can needs, we are hopeful that any 
future Government regulations will enable us to obtain the related 
raw materials and shipping and packaging supplies which we need. 

That is the burden of my story. 

Mr. Srery-Brown. I would like to ask several questions. No. 
Do you feel that it has to be shipped out in a tin container? 

Mr. Loxsom. No, it does not, and I have explored the possibilities 
of glass and plastics, which are, because of their use in defense work, 
not quite as good for us. But the thing is that in adjusting and re- 
tooling and spending the necessary money to change from our canning 
type of operation, it necessitates a considerable amount of money ,and 
I would like at least the ability to operate at a reasonable leve with 
tin cans until I can get enough backlog to change over without losing 
too much money. 

Mr. Seery-Brown. 1 wonder, Mr. Bartlett, if you would have 
something you would like to say as regards this particular order? 

Mr. Bartierr. I cannot account for the delay of 3 weeks for get- 
ting action from our Office of Small Business to which you addressed 
your most recent appeal. If you contact our local office, they will 
ie glad to follow it up for you to see what action can be taken in the 
matter. Naturally, we suggest you use glass instead of tin because 
of the tin shortage. In your instance, it would seem you have reason 
for relief because of the fact that you have only been in business such 
a shert time and had no prior experience. 

Mr. Seevy-Brown. You have the name and address of the local 
representatives of NPA? 

Mr. Loxsom. Yes. I am from Bridgeport. That is 114 State 
Street. 

Mr. Bartiert. 177 State Street. 

Mr. Loxsom. I have contacted them. 

Mr. Bartrierr. Have they followed up your most recent request to 
the Office of Small Business in Washington ? 

Mr. Loxsom. No, I have spoken to either Mr. Heist or Mr. Moore. 
This was a couple of weeks ago. They suggest if it did not come 
through in the normal course of business, T should follow it up. 

Mr. Bartierr. I suggest you get in touch with them immediately. 

Mr: Sreiy-Brown. Mr. Bartlett, would you please inform the com- 
mittee what you have found out as to this initial request of his? The 
committee would like to know that this gentleman’s request was han- 
dled from your office, if you would, please. 
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Mr. Barrierr. You mean for me to determine what the Office of 
Small Business did ? 

Mr. Seery-Brown. The committee wants to make sure that this 
gentleman’s request is answered, whether you can help him or not. 

Mr. Loxson. Originally, I did net submit my request to the Small 
Business Office as such, but merely to NPA at the general address as 
designated in the M-25 order, and my case number was 604. As I 
stated in my paper, a decision was rendered on that, stating that di 
rection No. 1 adequately took care of my needs, which I feel it does 
not do. 

Mr. Seery-Browwn. Are there any further quest ions of the witness / 

Thank you very much, sir. We appreciate it and we will check to 
see that you get a report. If you do not, please do not hesitate to 
let us know. 

The next witness is not scheduled on the list. I told him he would 
be given the opportunity to testify. Is Mr. Charles Scirotino, of 
New Britain Nail & Brass Co. here / 

If you will sit down and give your bame anid address to the re 
porter. 


STATEMENT OF CHARLES SCIROTINO, NEW BRITAIN NAIL & BRASS 
CO., NEW BRITAIN, CONN. 


Mr. Scrrorino. My name is Charles Scirotino, 62 Chestnut Street. 
New Britain, Conn. I represent the New Britain Nail & Brass Co. 

Mr. Chairman, I bought a nail plant in October, the 11th of Octo- 
ber 1950 in New Britain. Conn. The former owner went broke, and 
I took over the plant. It is worth about 860,000, Up to the present 
day I have maintained it and run it, but I have not produced 1 pound 
of nails. 

I went to Washington as a new-business man to get allotments. 
They told me if I got DO orders, they would help me to get materials. 
Finally, I got DO orders and presented them and they asked me to 
go back to the suppliers with the DO orders. I had given them to 
seven suppliers and none of them could supply the steel. 

Mr. Muvrer. What kind of steel / 

Mr. SCIROTINO. Low base wire, 

The firm I did business with originally was Atlantic Wire. They 
claimed they could not supply. We gave them DO orders and they 
couldn't deliver anything until July. This is since January. . 

The plant cost me about $1,000 to $1,100 a month to maintain, As 
a new-business man I cannot go on very long that way. I can go into 
the gray market and buy the wire at 9 and 10 cents a pound and get 
all T want. Legitimately I cannot get half a pound. T don’t know 
what to do about it. I don’t want to vo into the oray market. I will 
close my plant before I go into the gray market. 

Mr. Muuvrer. What is the ceiling on it ? 

Mr. Scrrotino. The ceiling is about 86. I could vet plenty of DO 
orders. They need the mails and I could sell it at the regular price, 
but I cannot get the material. T have been in Washington and slept 
there for months, and I haven't been able to get anvthing. The last 
time I was there, they said they would help me. Up to the present 
I haven't heard anything. 
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Mr. Mutrer. The wire is available? 

Mr. Scrrorrno. It is. How does it get into the gray market ! 

Mr. Mutrer. Do you know who has it? 

Mr. Scrrorrno. I didn’t go into it that far. I know I could buy it 
at 9 cents. 

Mr. Burton. You know it is available? 

Mr. Scrrotino. Yes, sir. 

Mr. Murer. Do you know from whom you can get it at 9 cents? 

Mr. Scrrorino. Brokers. Different sharpshooters who would not 
deal directly. 

Mr. Murer. What are your DO numbers? 

Mr. Scirotino. I do not have it with me. We have orders for about 
10 tons of nails and I still can get 20 tons more if I could take them. 
There is no use taking them because I cannot deliver. 

Mr. Mutrer. Did you go to the local office of NPA and ask them 
to help you? 

Mr. Scrrotrno. Yes. 

Mr. Mouurer. What office did you go to? 

Mr. Scrrorrno. In Connecticut here. 

Mr. Burron. In taking over this plant, would you inherit any posi- 
tion they might have had? 

Mr. Scrrorrno. I thought we did. It is a long affair and it is a 
stupid one. I got roped into the plant without my being willing to 
go into it, but I am in there. I thought they had steel. The sellers 
claimed they were broke and they did not have the money to get ma- 
terial, so I said, “I will advance the money until they get the thing 
going.” So they roped me in, and I have the plant now. 

Mr. Burron. But if they had a position with suppliers, would that 
not apply to you as a successor to this business ¢ 

Mr. Scrrorino. The suppliers say they did not buy enough material. 
After I made payment on their obligations, we found they bought 100 
tons in 3 months from Atlantic Wire. They said they didn’t sell 
them that much. I don’t know whom to believe. 

Mr. Srery-Brown. How long ago did that happen ¢ 

Mr. Scrrorino. In October. The plant was shut down for 3 months 
before I came in. It is still closed. We could produce 1,600 kegs of 
nails a week. 

Mr. Bartierr. You went to the State office of NPA? 

Mr. Scirotrno. Yes. Main Street. 

Mr. Bartierr. The local office is in the post office building. Here 
is Mr. Madden, our regional director. 

Mr. Mappen. Have you been down to our office ¢ 

Mr. Scrrorro. In the post office ? 

Mr. Mappen. Yes. 

Mr. Sctrorino. No. 

Mr. Seery-Brown. May I suggest to the witness that it would be 
probably the most proper and helpful thing we could do as of the 
moment for him to contact the local office here in Hartford. If you 
contact them, you can make your appointment right here and now by 
going over to the far end of the table. My suggestion is that you con- 
tact them immediately and see if we cannot start some proper, pro- 
cedures going to help you. 
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Mr. Scrrorino. I have been in Washington with the Small Business 
people—Mr. Fletcher. 

Mr. Mutter. Small Business Office of what department ? 

Mr. Scrrotrno. Department of Commerce. I was there in January. 

Mr. Burron. Your proper contact is right here. You have that 
advantage. Yours is an individual matter rather than a general mat- 
ter, and the committee must spend most of its time on general 
problems. 

Mr. Srecy-Brown. I am grateful to you for your testimony. 

The next witness is Mr. “Henry Mooberry, assistant to the presi- 
dent, United Aircraft Corp., East Hartford, Conn. 


STATEMENT OF HENRY MOOBERRY, ASSISTANT TO THE PRESI- 
DENT, UNITED AIRCRAFT CORP., EAST HARTFORD, CONN. 


Mr. Moonerry. Messrs. Congressmen, United Aircraft and its four 
manufacturing divisions, three of them in Connecticut and one in 
Dallas, Tex., certainly is not small business as defined by the Gov- 
ernment, but we have a great deal to do with small business and we 
are deeply interested in small business because of our subcontracting 
of more than 50 percent of the dollar value of our contract and we 
fee] that in the aircraft industry at least, prime contracts must pretty 
much be let to the larger contractors by the very nature of the product. 
But through our subcontracting, the work is spread into many areas 
and into many concerns. We believe this brings about more efficient 
operation than could be obtained by direct contracts from the Govern- 
ment to the smaller concerns. 

Our engineering staff, our research people, are and do work closely 
with subcontractors. We are able to watch and make sure that qual- 
ity is maintained, which in the aireraft industry is of prime concern 
to everyone, particularly those who use the product and, more par- 
ticularly, those who ride behind them, so to speak. 

In addition to that, we are able to follow the scheduling very closely 
through the subcontractors and on into our own plant, to the end 
that we keep on the schedule that the Government requires in its 
defense program. In that connection, I have filed with you a copy 
of the fall 1950 Beehive, which is our house publication and on page 
10 there is a story entitled “Steady Customer of Small Business,” 
which outlines far better than I could here without taking an awful 
lot of your time how the subcontracting problem is handled in Pratt 
& Whitney, which is our largest division, the largest one of the four 
we have, and which is duplicated pretty much in all four divisions. 

That is all I have tosay. ‘Thank you for your time. 

Mr. Seevy-Brown. I would like to ask you some questions, if T may, 
in regard to some of the statements you have made. Am I vorrect 
that you said approximately 50 percent of your dollar business is now 
let out on subcontracts ¢ 

Mr. Moonerry. That is right, sir. 

Mr. Srety-Brown. Could you tell me how many firms that involves 
approximately ¢ 

Mr. Mooserry. Four thousand six hundred. I am speaking of the 
Pratt & Whitney only, which is the engine division, but a comparable 
percentage would apply to the other divisions, which operate auton- 
omously. 
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Mr. Seery-Brown. How many of those firms are in Connecticut ¢ 

Mr. Moonerry. One thousand three hundred and fifty. 

Mr. Srevy-Brown. In other words, there are 1.350 firms approxi- 
mately as of the moment participating in the subcontracting of your 
contraet which you have gotten from the Government / 

Mr. Moonerry. That is correct. L 

Mr. Seecy-Brown. Can I ask one final question’ Because of the 
fact that many small-business men have come up to me who are anxious 
to participate in doing work for you, because you are one of the best 
sources we have for subcontracting in Connecticut, many people have 
asked me whom they could go to see down there, in order to see if they 
could bid ona job. Can we read that into the record ¢ 

Mr. Mooserry. At Pratt & Whitney Aircraft, which is the engine 
division in East Hartford, and that is what this story is based on, the 
man to see is J. W. Dunnell, who is director of purchasing. 

Mr. Srery-Brownx. That question has been asked me many, many 
times. 

Mr. Moorerry. At Hamilton Standard Division, which is also at 
East Hartford, the man is Adam Wolz, who is the purchasing 
manager. 

I might say, Mr. Congressman, that in checking with Mr. Dunnell 
just the other day to put in touch with him a manufacturer who, I 
believe, would be classed as small business and who wanted to find 
out 1f there was any work he could do for us, Mr. Dunnell told me that 
they interview between 60 and 80 representatives each day. 

Mr. Srevy-Brown. Men looking for subcontracts ¢ 

Mr. Moorerry. That is right. 

Mr. Burron. May | inquire whether, as a matter of practical opera- 
tion, you confine your subcontracting largely to firms in your imme- 
diate vicinity or are you able to go beyond that ¢ 

Mr. Moonerry. Yes, indeed, Mr. Burton. As you can see, there 
are 4,600 subcontractors at Pratt & Whitney; in New England there 
are 1,977. These are figures taken from the article. They vary from 
day to day or month to month. These were as of last fall. That 
leaves 2,600 outside of New England. 

Mr. Burton. More than 50 percent. 

Mr. Moonerry. Yes, sir. 

Mr. Burron. I asked that question because so many have said that 
if they didn’t happen to be in the particular area in which the prime 
contracts are given, they had a small opportunity to get the sub- 
contract. 

Mr. Moosrerry. I believe, sir—it is here some place, because I think 
I saw it here or | had it some place else—that we have subcontractors, 
or had last fall, in some 34 States in the Union. The bulk, of course, 
is concentrated in New England. The bulk of that is concentrated 
in Connecticut, which is obvious because of the skills that are inherent 
in machine workers. 

Mr. Seecy-Brown. [ understand that less than 50 percent of them 
were in New England. I beg your pardon, maybe 1 misunderstood 
you. 

Mr. Moowerry. You are right, but the rest of them are spread 
among the other States. There are six New England States and 
five of them get the bulk of the contracts. That is because Maine 
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does not have too much nickel-working. So that means the rest is 
spread into 29 States, where half is concentrated in these 5 States 
and the other portion, more than half, is spread in 25 States. 

Mr. Burron. Would your percentage apply to dollar value as well 
as to the number of contractors? 

Mr. Moozerry. I do not have that information. 

Major Wuarron. If you have the names of the purchasing officers 
for your other offices, might I have them before you leave? 

Mr. Mooserry. Yes, indeed. 

Mr. Muurer. Were you here this morning ¢ 

Mr. Mooserry. No, sir; I wasn’t. 

Mr. Murer. I wonder if Mr. Wheeler is still with us. He testi- 
fied here this morning and obviously yours is a firm he might readily 
contact for some business. Are you familiar with the so-called Gen- 
eral Thomas plan? General Thomas is in charge of Air Force pro- 
curement in the New York area. 

Mr. Moonerry. I am not. 

Mr. Murer. He has devised a plan of having the prime contractors 
participate in setting up an exhibit at which each prime contractor 
comes in and shows all the various parts he is making other than 
classified and confidential items, and the subcontractors are invited 
in to examine them. A man calling on you to tell you what he 
could sell you cannot be helpful to you and you cannot be helpful to 
him. If he can see the variety of items and visualize what you need, 
he can probably fit his facilities into your problem. 

Do you maintain an exhibit of that kind ¢ 

Mr. Mooserry. No. It sounds like an admirable idea. I know of 
prime contractors who do have such an exhibit on their own. 

Mr. Mvuvrer. The Curtiss-Wright representatives testified before 
us in Paterson that they maintain a permanent exhibit at their pur- 
chasing offices of the various parts that are not classified, and a man 
coming in can look at the various parts and say, “I can make this or 
that.” Will you describe, if you feel it is proper to do so, how you 
arrive at the prices, terms, and conditions of a contract with a sub- 
contractor ¢ 

Mr. Moonerry. Frankly, I do not know, sir. 

Mr. Down. My name is John H. Dowd, Hartford Tool Co. I can 
answer that question. We are subcontractors for Pratt & Whitney. 
You bid usually against two other firms and, if your bid is low and 
you can prove that you are reliable financially and you have the equip- 
ment, they will give you an opportunity to work for them, That is 
the general practice. 

Mr. Mooserry. That is the policy followed generally, but there are 
cases that you cannot do that. 

Mr. Mutrer. Under the provision in Government contracts for 
advanced payments, a subcontractor who can qualify but cannot 
finance himself can be helped financially that way. 

Mr. Mooserry. I am not competent to answer that. 

Mr. Murer. That is the fact. 

Mr. Mooserry. I am sure we not only operate to the letter of the 
law, but beyond. 

Mr. Murer. There are such regulations in the law, 
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Mr. Sapiak. I presume, Mr. Mooberry, you are here primarily to 
keep small business in business. 

Mr. Moonerry. We would hate to see small business go out of exist- 
ence. It is our life’s blood. 

Mr. Saptax. Do you have difficulty finding people for subcon- 
tracts? Do you have difliculty in finding subcontractors to bid? You 
say you have 4,600, You certainly ought to have a long list. Are 
there some contracts in which you still need help, so we can find some 
business for other small-business people ¢ 

Mr. Mooserry. I assume there will be from time to time. It is like 
the labor market. There is always a quantity of labor available, but 
whether it is the labor you require at that time, the specialized skills, 
is another problem. So it is in subcontracting, machine operation. 

Mr. Muvrer. Is it fair to say that the policy of your company is 
that, rather than build up additional facilities, you would prefer to 
use subcontractors to supply you with those items without expanding 
your facilities ¢ 

Mr. Mooserry. That is right, sir. That is the policy. That was 
the policy when the company was founded as Pratt & Whitney Air- 
craft 25 years ago. We were able to contract without such great 
strain upon the local economy and also on ourselves, and we kept 
everyone in business. 

Mr. Saptak. With your expansion you are gradually taking on 
more subcontractors ¢ 

Mr. Moonerry. That is correct, sir. As we license others, other 
contractors, for prime purposes, to take over finished products, en- 
gines in mdoeré wn they have to seek and are seeking additional 
subcontractors. 

Mr. Sreety-Brown. Any other questions ¢ 

Thank you very much, sir. We are very grateful to you. We will 
make this article a part of the official-record of the hearing. 

(The article entitled “Steady Customer of Small Business,” is as 


follows :) 


Pratt & WHITNEY AIRCRAFT—STEADY CUSTOMER OF SMALL BUSINESS 


To most of the people of these United States, Pratt & Whitney Aircraft 
is a designer and builder of high-power engines, but to thousands of 
small “shop” operators, P. & W. A. is first of all a customer on whem they 
rely. 

(By Lauren D. Lyman) 


When Pratt & Whitney Aircraft receives an order for engines it is a matter 
of direct interest to a great many persons in addition to the 14,000 men and 
women at work in the big plant in East Hartford, Conn. It is of importance and 
interest to Gordon Murphy and his 15 employees of the Springfield Instrument 
Co, in the garage behind Murphy's father’s home at 222 King Street, Springfield, 
Mass. It is a matter of interest to Leslie Julian and George Lynch and their 
90 machinists and designers of tools, jigs, and fixtures at the Bristol Machine 
Tool Works in Forestville, Conn., and to Emil Olson and his two sons, Ralph and 
Edward, who comprise three-tenths of the Olson force at their plant in Plainville, 
Conn., where they make finely ground pins and screws for Pratt & Whitney 
Aircraft engines. 

There are others, too, 4,601 of them, some bigger than Pratt & Whitney Air- 
craft and very many, much smaller, scattered throughout 34 States. They make 
and deal in all manner of things required by Pratt & Whitney Aircraft. Of every 
dollar received for engines and parts more than 50 cents is spent outside the 50 
acres of machines in East Hartford. 
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“We are always seeking specialists who can make a part as well as we can— 
and cheaper,” says J. W. Dunnell, in charge of purchasing, “and it is quite a 
job.” Dunpell and his associates are busy men. They see from 60 to 70 repre- 
sentatives of these supplying concerns each day and their phone calls are vir- 
tually beyond count. 

This “spread the work” policy is not new. It was started when Pratt & Whit- 
ney Aircraft was founded 25 years ago and has proved its value through the 
years. 

As is natural, New England with its tradition for fine craftsmanship provides 
the heaviest concentration of suppliers—1,977—and of these Connecticut is the 
home of 1350. A survey of the lists of these firms reveals an item of interest 
in this day when much is being said concerning the need to stimulate “small busi- 
ness.” Of the nearly 2,000 concerns serving Pratt & Whitney in New England, 
1,913 have less than 500 employees. Of the 1,350 suppliers situated in Connecti- 
cut, all but 3 employ less than 500 persons, which is the unit of measure used 
by the Government to define a “small business.” 

Some of them are old established firms like the Perkins Machine & Gear Co. 
in West Springfield, Mass. A number came into being at the beginning of the 
war with Pratt & Whitney Aircraft as principal customer, and since the end of 
the war, have spread their services to include others. Several have been estab 
lished by former United Aircraft employees who felt the urge to strike out for 
themselves in this highly competitive age. 

“We've been working with Pratt & Whitney for 12 years now,” says John 
Oakley, president of the Perkins Machine & Gear Co. “We had 250 employees 
when We got our tirst contract. During the war we went to 3,000 and we have 
450 now.” Mr. Oakley learned his trade as a toolmaker and machinist in one of 
the famous works in Coventry, England, starting as an apprentice when he was 
14 years old. 

With his skills he brought with him to this country a love of gardens. He has 
the green thumb and likes to make things grow from the ground as well as from 
his machines. His desk is covered with parts of machines and gears an! amid 
the metals and papers there is usually space for a vase and a bright blossom or 
two. In one corner of the crowded room is a large foliage plant, and on a recent 
morning a big white washing machine for which he and his colleagues are 
designing a special feature was turning silently and vigorously. 

In addition to making other products, which call for the closest of tolerances 
and fine machining, the Perkins company specializes in the cutting of intricate 
gears. 

“This is one of our jobs for Pratt & Whitney,” Mr. Oakley said, and picked up a 
gear cage for a 2800 engine. “From the rough blank to the finished article, this 
one goes through 187 operations, and it has to be right or it’s just scrap.” 

To the untutored eye this gear cage appeared complicated enough, a sturdy, 
wheel-like structure, 7 inches across, notched for gears on the outer rim, notched 
again for more gears at its 4-inch center, and carrying four brackets to house 
bushings for four small additional gears. This description does not approxi 
mate the specifications that Jake Dunnell sends to Perkins, but it is the best 
that the writer can do without a blueprint. 

“The Pratt & Whitney relationship is a business getter for us,” M. H. Swift, 
chief engineer and vice president, said. “As Perkins becomes known as a maker 
of fine gears and other quality machine parts for aircraft engines, other cus- 
tomers, household appliance makers, electrical contractors, and fine instrument 
makers come to us and demand and expect the same quality. They come to us 
because they know we are subcontractors to Pratt & Whitney.” 

The Perkins experience is not an uncommon one. Several former Pratt & 
Whitney aircraft contractors, having earned reputations as precision and high- 
quality producers for aircraft engines, have acquired so many other customers 
that they are now doing little or nothing for Pratt & Whitney. 

“Competition works both ways,” Dunnell explains. “They compete for our 
business and we find ourselves competing for their services.” 

Perkins Machine & Gear, with its 450 employees, is one of the bigger “small 
businesses” supplying articles for the power plant, an example of an established 
concern known for its fine products years ago. The Springfield Instrument Co. 
is one of a number of examples of how a small industry comes into being under 
stimulus of the engine division. 

Gordon Murphy, its founder and owner, grew up in Springfield in a family 
where the love of good machinery was a part of the family life. His father. 
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Robert J. Murphy, worked for the old Knox Automobile Co. and was one of 
Springfield’s early chauffeurs in the days when the man who drove an auto- 
mobile frequently had to make his own parts and as a matter of, course did 
all his own repairing from welding worn-out connections to “top” engine over- 
hauls. He is still driving professionally today. Gordon attended Springfield 
Technical High School and after graduation obtained employment with the 
Chance Vought division of United, from which he transferred to “experimental” 
at Pratt & Whitney. He had done some welding in high school. He did more 
in experimental, and at home he and his father found time to “play around,” as 
Gordon puts it, with some welding equipment and a lathe and tools. 

Among the manifold problems that are routine matters in experimental was 
the design and fabrication of an instrument called a “probe,” a long, thin tube 
with a tiny grid on the end, resembling a surgeon's instrument far more than 
a device to be used in a machine shop. The fabrication of this probe, designed by 
Pratt & Whitney Aircraft engineers, called for the finest kind of welding. It 
also required welding of alloys which do not fuse easily and which can endure 
great heat, for the probe is used on the inside of a jet engine on test as part of 
a temperature-measuring device. 

“We hadn't licked this job,” Gordon recalls, “and so one Saturday afternoon 
at home I went to work and made one, and Monday took it in to the shop. It 
worked.” 

For some time Gordon had felt that he was needed at home because of 
illness in the family. If Pratt & Whitney liked this work of his well enough, 
maybe he could stay at home, earn a liv ing, and still do work for the engine divi- 
sion. And so 5 years ago the Springfield Instrument Co. came into being in the 
garage and workshop in back of the Murphy home at 222 King Street, Springfield. 

“I worked alone for a couple of months, with my father helping nights and 
Sundays,” Murphy says, “then I hired a man.” 

Today there is no room for a car in the garage. It is packed with lathes and 
drills and welding outfits. Murphy has 15 employees and he is often busy at his 
own bench. Pratt & Whitney is not his only customer, and the problem is to find 
time to visit prospects or talk with them when they visit the Springfield Instru- 
ment Co. Murphy does his bookkeeping at night. 

“My wife does most of it, however,” he says. In addition to keeping the books, 
Mrs. Murphy finds time to look after three small children and grow vegetables 
for the family table. 

“It is a 6-day job or a 7-day job.” Murphy adds. “It takes all the days there 
are.” 

That is the way Emil Olson felt when he started out over in Plainville 26 years 
ago. He was a screw-machine operator, machinist, and set-up man. Why not 
get a couple of machines and go in business? He talked it over with his three 
brothers, two millwrights and one, like himself, a screw-machine operator. The 
brothers continued for a time to hold their jobs, but finally the business took the 
time of all of them. ‘Today Olson Bros. is a misnomer because the brothers have 
retired and Emil’s two sons, Ralph and Edward, have joined the firm. As school- 
boys they helped in the plant and grew up with the sound of machinery and the 
pungent odor of cutting oil. When he finished high school, Ralph started to learn 
the toolmaker’s trade at the Brown & Sharpe works in Rhode Island. “But Uncle 
Sam needed me,” he says today, “and after 344 years in the Army my father 
needed me.” 

His brother, Edward, came directly from high school into the trim little brick 
shop, and with seven other trained operators and machinists they keep the firm 
of Olson Bros. moving. 

“During the war,” Emil Olson says, “we had 27 employees, but now we can get 
along with 10.” 

Next door in Forestville is the somewhat larger plant of the Bristol Machine 
Tool Co., now in its tenth year, founded and still directed by two boyhood chums, 
George Lynch, a toolmaker by trade, and Leslie Julian, an engineer and tool 
designer. Julian is an alumnus of United Aircraft, having spent some time at 
Hamilton Standard before going into business, like Gordon Murphy, first in his 
father’s garage. 

“It happened something like this,” Lynch recalls. “I had a good job in Bristol 
and I liked my work and my company, but I got to thinking, and one night I 
found that Les was thinking along the same line. 

“We were probably having a beer,” Lynch continues. “We had chummed 
around together and had been to school together, and then Les went into draft- 
ing and design and engineering and 1 went into the shops. I told him what I 
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had been thinking—about starting up myself, and he said, ‘I might buy some 
of that.’” 

There was a garage behind the Julian home on Jeannette Street in Forestville 
across from which the two-story brick machine and engineering shop now stands, 
and the Julian family made it available. With about $300 capital, the partners 
picked up some broken-down equipment, and Lynch, the machinist, turned 
millwright, put it in running shape. Then they went after business and found 
sympathetic listeners in East Hartford. For nearly a year both boys continued 
in their regular jobs before devoting full time to the new project. 

“We had all the encouragement in the world from Art Merry and the gang 
over at Pratt & Whitney,’ Lynch says. “We might not have got away with it 
without them.” 

The division of work is simple to hear Julian tell it. “I design it and George 
makes it,” he explains. 

That may have been the way they started. Today Julian occupies the whole 
second floor of the plant with drawing tables and boards on which from 20 
to 30 designers and engineers keep busy. Downstairs, 60 machinists, tool- 
makers, and machine operators work under the direction of Lynch, making 
machine parts, jigs, and fixtures designed in part by the boys upstairs. The 
two divisions are separate operations, Julian’s department contracts for design 
work and sells the designs outside and Lynch and his boys make parts designed 
outside, but much of the work is done together. It has been a good 10 years 
and the future looks bright 

There is the National Welding & Manufacturing Co., of 690 Cedar Street, 
Newington, Conn. It is run by Joe Witkowski, also an alumnus of Pratt & 
Whitney Aircraft. He is an expert welder, and with his brother, Tony, welds 
large cans in which the aircraft engines are shipped. His business, which 
employs 15 persons, is a subcontractor of a subcontractor, for much of the 
work is done for Champlin Box Co., of Hartford. Partners with Joe in the 
shipping container business are Albert J. Hebert, and Lucien R. Koczera. 

The stories told here are but five selected at random from among many, 
equally interesting. There is the Atlantic Machine Tool Works, Inc., of Newing- 
ton, founded in 1948. A cofounder and operator is Matthew Saczawa, who left 
production engineering at Pratt & Whitney to start out for himself with three 
helpers. Atlantic makes big jigs and fixtures and employs a hundred skilled 
men 
Another maker of jigs and fixtures is Donald Grant, head of the Capitol 
City Machine Co., at 78 Arch Street, Hartford, who was a machinist in experi 
mental before establishing his own business, 

Grant’s brother, “Bobby” Grant, former New England open golf champion, is 
another supplier who buys and stocks tools and has them on hand for quick 
deliveries. . 

“These small business people by no means tell the whole story of the spread 
of our work,” warns Charles Skinner, one of Dunnell’s colleagues in purchasing. 
“General Electric, the Aluminum Co., Bethlehem Steel and Bendix Aviation 
Corp., are subcontractors and then there are companies like Wyman-Gordon of 
Worcester, Mass., and The Carborundum Co., of Niagara Falls, N. Y., and 
these people too, have their suppliers.” 

Yes, an order for Pratt & Whitney engines is a matter of interest and 
importance to many people in many places. 

Mr. Seery-Brown. The next witness is Mr. Carroll E. Hills, East 


Hartford, Conn. 

Mr. Murer. May I say on behalf of Congressman Ribicoff that he 
wanted to be here to welcome Mr. Hills, but he had to leave to keep 
another appointment. 

Mr. Seery-Brown. You may proceed in whatever way you desire, 
sir. 


STATEMENT OF CARROLL E. HILLS, EAST HARTFORD, CONN. 


Mr. Hus. Our problem is primarily one of the mechanics of con- 
trol. We are glass packers of fruits and vegetables. It is a custom 
work. It is doing the ordinary job, but doing it in a better way. We 
at least found the clientele who like it better. 
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I do not know how you would describe it. Under regulations 14 
and 15 and 16, our wholesale outlets are finding out, they are beginning 
to inform us that they doubt their ability to continue to carry our line 
under the proposed mark-up. So we went to the local State office and 
the requirement was that we file a proposed amendment. We wrote 
this one: 

Glass-packed fruits and vegetables, when of such price and quality as to re- 
move them from the competitive field and when considered and treated by all 
outlets as delicacies, may be classified as “Miscellaneous foods.” 

The local office wrote a letter to the Washington office, dated Apri! 
13, 1951, which read as follows: 

The petitioner for this amendment, Carroll E. Hills, Post Office Box 871, Hart- 
ford, Conn., whose petition is attached hereto, may not have phrased his proposed 
amendment satisfactorily, but the intent is clear. 

Hills is a “custom canner” and has for at least 9 years to the writer's personal 
knowledge canned and packed the highest quality of locally grown fruits and 
vegetables in glass for “custom” trade. His clientele is in the luxury class, his 
distribution structure is costly and his mark-up is necessarily higher than allowed 
in the CPR 14, 15, 16 regulations. 

He would be unable to continue operations if required to sell within the mark- 
up limits imposed by these regulations. 

Since there are without question a number of processors similarly impacted, 
and since there is obviously no intent to compel persons to suspend business, I 
recommend that an amendment be enacted to give the relief required. 

This letter was signed by Ivan Burdick, price executive. 

I took that to Washington and was down there last Monday. As I 
tell you in my letter to you, we received neither aid nor encouragement, 
and that is where we stand, gentlemen. 

Mr. Hatieck. How many packers or canners would you suppose 
might be in the same category as you are? 

Mr. Hits. I wouldn’t know. There are none in the State of Con- 
necticut outside of myself. Outside of the State I do not know. I 
suspect that there would probably be many perhaps doing some one 
product maybe just as well as we are doing it. I do not know. But 
I do not believe you will find anybody quite in the same category that 
we are. We pack a line of 24 products. We have not more than a 
week on some of them. Some of them stretch out to 2 or 3 weeks. We 
have very short periods. We have an operation that starts up on the 
15th of May and goes until the 15th of December. During that time 
we cover 24 different products. 

Mr. Hatxeck. I thought if there were several or many in your 
category, it would indicate a necessity for some change in the ruling. 
It would indicate that it mvolved someone other than yourself. That 
isn’t to say that if you are by yourself, you shouldn't get relief. 

Mr. Huts. I cannot answer your question as to how many there are 
like me. 

Mr. Sre.ry-Brown. I wonder if Mr. McCormick has anything he 
would like to say. This is part of OPS. 

Mr. McCormick. Yes, sir, Mr. Chairman. I haven’t had very much 
time to check this matter over, but it looks to me as if the problem stems 
from the increased cost of Mr. Hills’ product because of his packing it 
in glass. Isn’t that about what the problem stems from? Also the 
high quality of the product. You have requested an amendment in 
Washington, not relief, not an adjustment. 
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Mr. Hixxs. I do not care. I went down there because the local office 
told me to. I worked very closely with the local office. They said it 
would have to be an amendment, so we prepared one. This was the 
best we could arrive at. Then they gave me the letter recommending 
it. I thought that letter would clear the road. 

Personally, I do not care whether they write an amendment or 
whether they just bodily pick me up and throw me into the miscel- 
laneous foods item. I don’t care which way it is accomplished. 

Mr. Hatueck. I think, Leo, we ought to work that one out some 
way. 

Mr. McCormick. Thinking back in terms of problems like this 
during the last emergency, some 5 or 6 or 8 years ago, just as Mr. 
Halleck has said, a prob lem like this seems as if it it should be able to 
be worked out. Have you taken this matter up with your industry 
committee ¢ 

Mr. Murer. He is the whole industry in this State. 

Mr. McCormick. National Canners Industry Committee. 

Mr. Hitis. They have no relief for my problem. 

Mr. McCormick. They have been meeting down there, and I would 
suggest you contact them. At the same time, I will be glad to take 
this matter up myself and work with the people in the Price Division 
who are interested in this particular phase. I have your very clear 
statément, and we will be in touch with you before the week is out. 
I think we certainly should be able to work this out. 

Mr. Mutter. I was going to suggest that the recommendation of the 
local office, having been dated April 13, Washington has had it only 
6 days. There were 2 week ends between the sending of that and 
today. I think, as Mr. McCormick suggested, he will take this up, 
but. before this gentleman gets away, you ought to discuss with him 
the possibility of his filing now with the local office an application for 
relief on account of hardship. I am afraid the action there is that 
there is no need to amend the general regulations for your individual 
hardship case. Without waiting for Washington to take action, let 
him get his hardship application on file in the local office on the way. 

Mr. Seevy-Brown. Any further questions ? 

Thank you, Mr. Hills, for your testimony. I hope the suggestions 
made here can help you. 

Mr. Hizs. If you want further testimony, it seems obvious to me 
when you take the list of mark-ups, as they have allowed them, take 
group 1, for purposes of discussion, you find the mark-ups run from 
9 to 39 percent on the basis of different commodities. There must have 
been some very good reason for varying them that way. As you look 
them over, you find the products that are nationally advertised will 
carry the lowest mark-ups. I presume that is due to the lack of selling 
effort. There are a good many items the stores do not sell. They just 
wrap them up. 

Mr. Murer. Or the volume of sales may be great. 

Mr. Hints. The size of purchase may have something to do with it. 
When you get down to the old things I play with, they have made a 
lot of distinction. They take fruits, berries, and fruit juices, poy 
except fruit cocktail, pineapple, peaches, and pears, and they have 
taken out the four popular items, and on the rest they can have 26 
percent, but on those four, they can have only 25. Peaches are peaches, 
whether they bear my label or somebody else’s 
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Mr. Mutrer. You put out a better product. 

Mr. Huis. I hope so. We try to. This makes no distinction, as I 
say in one of my letters here in my petition to them: 

Under the regulations the allowed mark-ups do not seem to make provision 
for the hazards of handling glass as against other less fragile containers. 

Every store in the Nation has always made that distinction, but this 
does not allow for it. 

Custom work requires promotional sales effort. The allowed mark-ups do 
seem to allow compensation for the extra time consumption. 

They take that into consideration where they grant variations over 
the different products. They have taken into account sales resistance 
and sales effort, but they do not provide anything for me. 

Mr. Sapiak. The letter from Mr. Burdik states that you have been 
doing this kind of work for at least 9 years to his personal knowledge. 

Mr. Hiss. This will be our twenty -eighth year. 

Mr. Sapiax. How did you operate during the last emergency ¢ 

Mr. Hitis. You do not want me to tell you. 

Mr. Sania. The question was merely to be helpful. 

Mr. Huis. Don’t misunderstand me. There was no undercover 
operation. It was all out in the clear. We were backed in what we 
did by the Hartford Times editorial, which mentioned us by name. 
We were supported by the Better Business Bureau. So I am not 
ashamed of what I did. 

Mr. Sapviak. Please believe me when I was asking the question, I 
was merely trying to be helpful. 

Mr. Hiuts. I w ould j ust as soon that it would not come out. 

Mr. Seety-Brown. Thank you very much. 

( The letters submitted by Mr. Hills are as follows :) 

Carro.ii E. HILs, 
- Hartford 1, Conn., April 23, 1951. 
House SMALL BusINESS COM MITTEE, 
Hartford, Conn. 


GENTLEMEN : Attached are the following papers: 

Proposed amendment to OPS regulations Nos. 14, 15, and 16. 

Letter setting forth our claims in support of the proposed amendment. 

Letter from the Office of Price Stabilization for the State of Connecticut rec- 
ommending that the intent of the proposed amendment be enacted. 

On April 16 the petitioner visited Washington for the purpose of having this 
amendment accepted but was given neither aid nor encouragement. 

Those to whom he was assigned expressed doubt as to the wisdom of such an 
act because of the difficulty of enforcement. 

As it stands at this writing we are a closed business. 

Whether we remain in or go out of business is of little import to the Nation 
but it is most sincerely hoped that you will give serious thought to correcting the 
system that puts us out. 

Yours very truly, 
CARROLL E. Hits. 


Harrrorp 1, Conn., April 13, 1951. 


EconoMic STABILIZATION ADMINISTRATOR, 
Washington, D. C.: 


Petition for amendment, ceiling price regulations Nos. 15 and 16 issued March 
28, 1951. 


Proposed amendment 
Glass-packed fruits and vegetables, when of such price and quality as to re- 
move them from the competitive field and when considered and treated by all 
outlets as delicacies, may be classified as miscellaneous foods. 
CARROLL E. HILLs, Petitioner. 
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Hartrorp 1, Conn., April 13, 1951. 
EcoNOMIC STABILIZATION ADMINISTRATOR, 
Washington, D. C. 

GENTLEMEN: In support of our request for an amendment to regulations Nos. 
15 and 16 we submit the following information: 

Our products are glass-packed fruits and vegetables and fall within the 
classification of our proposed amendment. 

Under the regulations the allowed mark-ups do not seem to make provision 
for the hazards of handling glass as against other less fragile containers. 

Custom work requires promotional sales effort. The allowed mark-ups do not 
seem to allow compensation for the extra time consumption, 

We now have over 125 outlets distributed throughout 12 States. It has been 
the general custom to mark the cost of our products up to 40 to 50 percent. 

Such stores as have been visited within the last few days have expressed some 
doubt that they will be able to continue carrying our line on the now allowed 
OPS mark-up. None will follow their usual custom of placing an order for 
future packing. 

In view of these statements it is impossible to plan a schedule of packing. No 
bank could justly make the loans required for seasonal work in the face of 
such hazards. 

Under conditions as they exist our plant must greatly curtail its operations if 
not close. 

Relief is most respectfully requested. 

Yours very truly, 
CARROLL E. HILLs 


OFFICE OF PRICE STABILIZATION, 
District OFrrice, 
Hartford, Conn., April 13, 1951. 
EcoNOMIc STABILIZATION ADMINISTRATOR, 
Washington, D. C. 

GENTLEMEN: The petitioner for this amendment, Carroll E. Hills, post office 
Box 871, Hartford, Conn., whose petition is attached hereto, may not have phrased 
his proposed amendment satisfactorily, but the intent is clear. 

Hills is a “custom canner” and has for at least 9 years to the writer's personal 
knowledge canned and packed the highest quality of locally grown fruits and 
vegetables in glass for “custom” trade. His clientele is in the luxury class, his 
distribution structure is costly, and his mark-up is necessarily higher than 
allowed in the CPR 14, 15, 16 regulations. 

He would be unable to continue operations if required to sell within the mark- 
up limits imposed by these regulations. 

Since there are without question a number of processors similarly impacted, 
and since there is obviously no intent to compel persons to suspend business, I 
recommend that an amendment be enacted to give the relief required. 

Yours sincerely, 
IvaAN Burpick, Price E.recutive. 

Mr. Seevy-Brown. The next witness will be Mr. R. L. Keeny, treas- 
urer, and Mr. E. K. Fuller, secretary, Somersville Manufacturing Co., 
Somersville, Conn. 

Mr. McCormick. I have talked to these gentlemen. They had to 
leave. We talked outside. I heard their problem. 

Mr. Mutter. Do you think you are solving their problem? 

Mr. McCormick. That is going to be a rather difficult problem. 

Mr. Seery-Brown. There are a great many people in the woolen 
industry who have written all of the Members of Congress in hopes 
that something could be done properly and as quickly as possible to 
help that very critical situation, and we have your statement that is 
being attacked from a realistic point of view in Washington; is that 
correct ¢ 

Mr. McCormick. That is correct. I want to check this afternoon 
again for their benefit as to whether an amendment is contemplated 
for regulation 18, which covers their industry. 
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Mr. Sreiy-Brown. I had hoped that that was coming out from the 
information I obtained in Washington. 
Mr. McCormick. I feel there will be. I want to find out exactly 


when. 

Mr. Burton. Will you have that today? 

Mr. McCormick. I will try. 

Mr. Seecy-Brown. I am sure that question will be brought up in 
Worcester and Providence if not today. 

The next witness is Mr. A. L. Trumbull, president, Trumbull Bear- 
ing Co., Hartford, Conn. 

Is Mr. J. M. Robins, president, Roberk Co., Norwalk, Conn., here? 

I have a telegram from Mr. Robins, which reads as follows: 


Due to illness Mr. Robins will be unable to attend hearing. Where shall paper 
be mailed? 
RoverkK Co. 


He has asked for permission to file a copy of his testimony, which 
will be received by the committee and filed as an official part of the 
record. 

Mr. Burton. Without objection it shall be included in the record. 

(The statement of Mr. J. M. Robins, president, Roberk Co., 
follows :) 


My name is Joseph M. Robins and I am president of the Roberk Co., of Nor- 
walk, Conn., a company incorporated in the State of Connecticut May 1945, 
actually commencing business during the spring of 1946. We manufacture and 
market passenger-car rear-view mirrors for outside use, exclusively. We em- 
ploy a total of 28 including clerical and supervisory help and do an average 
annual volume of less than $400,000. We are definitely small business. 

Soon after the Korean incident, realizing the impact that the defense program 
would have on us, we began to reestablish old contacts and establish new ones, 
in the hope that we could get some work, either on a prime or subcontract basis, 
to help fill the slack which would be created by restrictions, limitations, and 
shortages of materials. 

During World War II, our company, then known as Norwalk Metal Special- 
ties, Inc., was able to be of assistance to chemical warfare service in connection 
with the gas mask repair and replacement program which they were starting at 
that time. We reprocessed and repacked materials and supplies which were 
heing held in their warehouses, preparing those materials and supplies for 
shipment overseas and for distribution. Later, CWS indicated its confidence 
in our company by permitting us to assemble and pack for overseas shipment 
inlet valves for gas masks, all of the components being supplied to us. That 
same year we were asked to supply the district with 4,800,000 gas mask water- 
proofing sets. By VJ-day we had produced and shipped approximately 75 per- 
cent of the contract. I point all that out to you so that you may know that we 
are not neophytes in handling defense work. 

Our first step naturally was to reestablish contact with the Boston office of 
Chemical Warfare Service. But we have knocked on many other doors, as well. 
I hasten to assure you that we did all of the things that we were told to do 
which would enable us to obtain defense business—such as preparing facility 
lists, contacting all of the various procurement offices, calling on purchasing 
departments of companies which had received prime contracts, etc. The score 
as of this moment stands—no hits, no runs, no errors. Nor can we look forward 
optimistically to any immediate prospect of defense business either on a prime 
or subcontract basis. 

In my opinion, the reason is obvious. During 1944 our Government spent $100 
billion for war needs. Every company, even mine, was called on to help. From 
July 1, 1950, to January 31, 1951, all of the services have spent a total of less 
than $11 billion. They are spending now, we are told, at the rate of $2 billion 
per month and hope that by the end of the year will have accelerated their 
buying to $4 billion per month. Nor do the things that are being bought lend 
themselves to all types of production. 

To sum it all up—we can look for no relief in that direction. 
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Nevertheless, we are beginning to feel the impact of the defense program. 
But these are light glancing blows compared to those coming. Thus far we have 
managed, but we are very seriously concerned about the future. 

In the manufacture of our products we use brass, zinc base die castings, some 
stainless steel, just a small amount of cold rolled strip steel, a little aluminum, 
and for plating purposes, nickel and chromium. You will recognize every one 
of ‘these as vital strategic materials needed for the defense program. 

As of March 31, 1951, we discontinued completely the use of brass in our 
products. Our supply of zinc base die castings has been seriously curtailed. 
As a matter of fact, only this past Friday we were informed by our suppliers 
that for the next 2 weeks, that is until May 5, they would not produce in their 
plant a single die casting intended for civilian use. Since we have been operat- 
ing on a hand-te-mouth basis and inasmuch as zinc base die castings enter into 
almost every mirror we manufacture, we are planning to shut our plant down 
completely for the entire week commencing April 30. Approximately 25 people 
will be unemployed during that week. But that is only the beginning. 

Our need to substirute steel for brass has confronted us with some major 
problems. In the first place, we have practically no base period usage history. 
We appealed to the NPA on March 13 for adjustment of our base period usage 
so that we could legally use steel as a substitute for brass, but as of this moment, 
almost 7 weeks from the date of our first letter to NPA, we have received no 
approval of our appeal for adjustment. 

But assuming that our appeal is granted, and I have every reason to believe 
that it will be just as soon as they get around to it, where are we going to get 
the steel from? Since we have not been users of steel, except in a very small 
way, we have not established ourselves as customers either of any one of the 
steel mills or of any one of the steel warehouses. We have been fortunate 
to some extent and two of the warehouses located in Connecticut have indicated 
that they will try to help us with a small portion of our requirements. 

Actually, only 5 to 7 tons of steel per month would keep us in business, but as 
of this moment, I am dubious about my ability to obtain even that small amount. 

One of the functional parts in almost every mirror we produce is a screw 
machine turning made of %-inch round aluminum screw machine stock. At 
one time we made this part of brass but switched to aluminum when we found 
it to be more efficient for our purposes. For almost a month now we have been 
trying desperately to locate 1 ton of %-inch round aluminum screw machine 
stock, but with no success. We cannot switch to brass because we are prohibited 
from using brass in our product and steel as a material for this particular part 
s almost impossible because of excessive machining time. 

Chrome is standard finish for a product such as ours. Nickel plating is needed 
as a base for chrome plating. M14, the nickel order, prohibits the use of nickel 
for plating our products. However, relaxation of that order permits the use 
of nickel in inventory and so, just as soon as inventories are exhausted, we will 
be faced by the additional problem of substitute finishes. Here is our dilemma 
we are forced to substitute steel, a very corrosive product, for brass, a relatively 
noncorrosive material, and yet are prohibited from using for protective pur- 
poses the very material which may prevent corrosion. 

Because of the nature of our product, because of the use to which it is put, it 
is not going to be easy to develop and use a suitable substitute finish. 

End-use restrictions on aluminum were postponed for 30 days and again for 
another 60 days. End-use restrictions on copper and copper-base alloys went 
into effect on March 31, 1951, and we see no signs of any relaxation. 

I quote from the Friday, April 13, issue of the Journal of Commerce. Mr. 
Fleischmann is being asked some questions about CMP: 

Question: “Are you going to relax the restrictions on the end use of copper in 
the same way you have on aluminum?” 

Answer: “The result will be much the same. The problem is a little bit dif- 
ferent in copper. Actually we have obtained almost the same results by liberali- 
zation of the administration in the granting of appeals in copper. Whether we 
will continue that course or amend the order, I don’t know.” 

Are we to understand that NPA regulations are being run on the basis of “the 
wheel that squeaks the loudest gets the grease”? Evidently, the firms which 
use aluminum in their products have done an excellent job of presenting their 
case to NPA. Am I to understand that the fellow who is articulate and who 
runs to Washington every time he is hurt gets relief, so that the restrictions 
do not affect him at all, but that the poor fellow who believes everything that 
comes out of Washington and tries to obey the regulations to the letter is stuck? 
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It is my honest and sineere belief that the item we produce and sell is an 
essential safe-driving device, and motor vehicle administrators without excep- 
tion agree with me. Nevertheless, NPA in issuing its restrictive and limitation 
orders makes no attempt to distinguish between the automotive devices which 
are essential to safe driving and items which are purely ornamental and decora- 
tive. I had hoped that CMP would, by attempting to balance all needs against 
available materials, solve our problem, but now I am certain that it will 
not only not help us but make things even tougher for us. The so-called open 
end will do nothing more than invite a scramble and it is my honest opinion 
that most of that available surplus will find its way into the black market. 
Those of us who do not wish to deal with a black market will be completely 
out of luck, 

We at the Roberk Co. feel very sincerely that unless steps are taken immedi- 
ately to give some relief to small businesses such as ours, we will be forced out 
of business. It is not happy to reflect on the fact that after spending many years 
of backbreaking effort to build an enterprise, develop an organization, establish 
a reputation, we may now see it all destroyed. In our case 28 people will be 
totally thrown out of employment. Multiply that by the many thousands of 
small companies that find themselves in a similar position and you realize the 
magnitude of the problem. Aside from every other consideration would it not 
be a pity to destroy the organization and disperse the know-how that can be 
so effectively used when it will be needed. Would it be wise and economical 
to put us out of business? 

I recommend—— 

1. The complete abolishment of all end use restrictions. I do not believe that 
anyone should have to make a decision between the relative essentiality of 
civilian products. 

2. Removal of all limitations on small users. Any appreciable tonnage that 
can be saved will come from the large manufacturers who are in a much better 
position to fill the gap, because they are the very companies that are getting the 
defense contracts. 

3. No further stockpiling on the part of the Government for the duration of 
this emergency. 

4. Some attempt should be made to find or devise a common denominator 
which could be utilized to prevent any one company from exceeding its average 
rate of production as a result of combined defense work and permissible civilian 
production. In such case the company enjoying a defense contract would be 
required to cut back its civilian production proportionately so that on an over-all 
basis it would not use a greater amount of material than it would normally. I 
feel sincerely that such plan would make available a greater proportion of mate- 
rials for the small plants which do not and cannot enjoy defense business. 
This recommendation would apply only to manufacturers of end products and 
net to manufacturers of raw materials and components. 


Mr. Seery-Brown. Is Mr. William H. Robertson, assistant to the 
president, Brinnell Co., Granby, Conn., here? 
You may proceed, Mr. Robertson. 


STATEMENT OF WILLIAM H. ROBERTSON, ASSISTANT TO 
PRESIDENT, BRINNELL CO., GRANBY, CONN. 


Mr. Rosertson. As a small business, the Brinnell Co.’s opinion 
is that Government regulation and authority or the lack of regulations 
and authority have prevented the company in fulfilling its desire to 
aid in the present military production programs. The three main 
points are: 

1. Protectron and the United States Government. 
Competitive bids. 
D O rating system. 

We briefly discuss the afore-mentioned categories individually. 

1. Protectron and the United States Government: One of the pri- 
mary interests affecting the Government in the critical péried to 
come is—manpower—necessary to produce the required amount of 
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material for the increasing military requirements. Protectron can 
greatly aid the Government in obtaining this goal. 

Protectron’s ability to measure mechanical load on any electric 
motor-driven machinery and to function when the mechanical load 
exceeds the normal allows users to safely operate production equip- 
ment with reduced manpower. It has been accepted by civilian manu- 
facturers as the only protective device capable of allowing one opera- 
tor to operate four or five automatic machines, i. e., punch presses 
and drastically reduce the cost of tool and die breakage at the same 
time. We submit literature on Protectron. 

(The material referred to is as follows :) 

THE BRINNELL COMPANY 
Granby, Conn. 


TEMPORARY INSERTION SHEET 
FOR BULLETIN #150 





PROTECTRON PREVENTS DAMAGE TO TOOLS, DIES AND MACHINERY 
> HOW ? 


By PROTECTRON'S ability to constantly measure the load within the machine 
and to “trip” when the load increases above normal and reaches the preset 
value of mechanical overload for which the PROTECTRON is set. When the 
PROTECTRON trips, a red trip warning light is illuminated, a relay is 
energized to initiate any desired control function (using auxiliary equip- 
ment). It can stop the motor, stop the machine by operating the clutch and/ 
or brake, sound warning signal, etc. It is instantaneous in action, sensi- 
tive to minute overloads and adjustable to any degree of overload within 
practical limits. It operates without separate adjustments for changes in 
terminal voltage. 


INSTALLATION IS SIMPLE 
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DIMENSIONS: OPERATING VOLTAGE - 110/220 Volts 
Main Unit - 13" x 19" x 6" AND FREQUENCY - 60 Cycles 
Sub-Unit - 7 7/8 x 11" x bh 3/k" 

WATTS (NORMAL OPERATION) 50 

WEIGHT FOR SHIPMENT - 2 lbs. Current Con- 

sumption allowable of 

CONSTRUCTION AND FINISH: auxiliary control 10 Amps. 
Case - Steel, Battleship grey 
Panels - Aluminum Allowable Voltage +15 

Variation -25% 

MODEL NO. WORKING VOLTAGE OPERATING CURRENT CYCLES 

PN-123B 110*-220-h0-5500 1 - 100 Ams + 60 


* Additional voltage transformers required 
## Additional transformers required for 0-1 Amp or over 100 Amps. 





APPROXIMATE MINIMUM - MAXIMUM HORSE POWER RANGE OF STANDARD PROTECTRON 
(Actual output under working portion of cycle or stroke. NOT necessarily 
nameplate rating). 


Voltage 


110" 0.1 0.2 0.16 10 


220 0.2 0.4 0.33 19 3% 33 
LLO 0.4 0.75 0.65 38 76 65 : 
550" 0.5 1.0 0.8 L8 95 82 
REMARKS: Based on Average Power Factor = 80%; Average Motor Efficiency « 80%. 
SPECIAL FEATURES OF PROTECTRON 





All controls except "RESET" located The PROTECTRON will not operate again 
inside cabinet, thus reducing chance until source of trouble is corrected 
of damage or tampering. and the device is manually reset. 


Cy Provision for remote re-set button. cA "Test" switch permits testing of the 
device without “tripping” machine. 


Cy Provision for Stock *run-out" trip- 
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ping. Large, bright warning light to signal 
personnel when machine has tripped. 
Substantially free from vibration 
effects. Uses standard tubes only. 
(a compensation for voltage fluctuations. rv. Oversized parts insure durability. ; 
4 
(Ca Entire unit removable from case for The PROTECTRON is flexible and may 
maintenance. be adjusted to many other machines 
or operations by a simple se*ting 
Easy-to-mount cabinets of sturdy con- of controls. 
struction. 
TECHNICAL OPERATION OF THE PRrorkcTRON 
The following is a brief description of the operation and technical aspects ‘ 
of the Protectron. 4 


The Protectron is an electronic device designed to sense the mechanical load 
upon any machine driven by an electric motor and to trip when that load 
exceeds some preset value. This is accomplished by continuously measuring 
both motor voltage and current input, this volt-ampere input being proportional 
to the mechanical load upon the motor. { 

Devices commonly referred to as overload devices are actually overcurrent : 
affairs whose purpose is to protect the motor and/or other electrical equipment 
from damage that might be caused by excessive current flow. These are seldom, 
if ever, used for the purpose for which the Protectron was designed since, by 
comparison, they are sluggish, insensitive, inaccurate, and possibly most im- 
portant, do not take into account line-voltage fluctuations. 
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The Protectron, on the other hand, can be set to remain inoperative so long 
as the machine power stays at or below a safe value, but trip off and perform u 
control function when the power exceeds the preset amount by a very small 
increment. In practice, the power increase needed to cause operation can be 
as small at 1 percent. 

The Protection is designed to accommodate voltage fluctuations from plus 15 
percent to minus 25 percent of normal. This voltage “compensation” is im- 
portant in that if the mechanical load upon a motor does not change and the 
voltage applied to the motor decreases, the current taken by the motor will 
increase. Conversely, if the voltage increases, the current taken by the motor 
will decrease. A nonvoltage compensated device, in the first case, would operate 
even though the load remained unchanged; in the latter case, a greater me- 
chanical load increase would be necessary to cause operation. The Protectron, 
by contrast will trip at the same degree of mechanical load increase regardless 
of the amount of voltage variation provided it does not exceed the limits of 
the design. 

Installation of the unit is simple. For convenience, the parts of the circuit 
which require connection to the machine motor are mounted in a separate small 
box, which can be mounted near the motor starter box. The main electronic ele- 
ments, including the sensitivity controls and indicating lights, are mounted in 
another box, which can be placed at any convenient location. Three wires serve 
to make the connections from the subunit to the motor circuit. 

When an overload causes the Protectron to trip, a relay is energized which 
illuminates a red warning light, initiates any desired control function (discon- 
necting machine from motor, disconnecting motor and applying brake, etc.) 
through the proper use of auxiliary equipment (solenoids, relays, solenoid valves, 
magnetic-type brakes, etc.). Auxiliary equipment is not normally supplied. 

‘The most common means of causing the electrical overload indicator of the 
Protectron to shut off the machine is to use a solenoid to release the machine 
clutch when an overload occurs. Releasing the clutch instead of simply shutting 
off the power to the motor provides for a quicker machine stoppage. 

Other possible control means include the use of a solenoid valve and an air 
cylinder to operate heavy clutches and brakes, inserting the relay contacts of the 
Protectron into cxistine electrical control systems, or causing a motor to start 
to perform some corrective function. It is also possible to have the Protectron 
sound a warning horn or bell, where immediate shut-down is not desirable. 

The electronic circuits of the Protectron may be powered from either 115- or 
230-volt, 50- or 60-cycle, line. Since the power consumption of the unit is only 
iO watts, any branch lighting circuit can be used for this purpose. Internal 
regulating features allow for the occurrence of supply voltage variations without 
affecting operations. 

Mr. Rosertrson. Members of the Brinnell Co. have contacted Gov- 
ernment agencies in Washington and Government stations and in- 
stallations throughout the country in an attempt to inform the various 
agencies of Protectron’s manpower savings as well as dollar savings. 
Individuals within these agencies have readily grasped the knowledge 
of Protectron as applied to Government operations, but for some rea- 
son there is no agency or installation capable of making the necessary 
decisions to investigate further the claims of Protectron. 

A notable example of this is an individual in Washington recom- 
mending the Brinnell Co. contact the field director of arms procure- 
ment (FDAP) located in Joliet, Ill. The usual amount of interest 
was displayed in Joliet but apparently no action has ever been taken 
to investigate Protectron’s claims as applied to Government arms 
manufacturing, which would allow the Government installations to 
enjoy: (1) The reduction in manpower now being used to manufacture 
cartridge shells; (2) to reduce the cost of tool and die breakage which 
would reduce the direct cost of production; (3) to increase operator 
and machine efficiency and output by preventing the costly “down 
time” caused by tool and die breakage. 

Because of the apparent reticence on the part of Government agen- 
cies the Brinnell Co. decided to drop its attempts to locate an agency 
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with sufficient authority to fully investigate the savings that Pro- 
tectron can offer. 

2. Competitive bids: The Brinnell Co. is on the list of Signal Corps, 
Navy, Army Ordnance and have actively participated in submitting 
bids paralleling our manufacturing operation. 

We have been interested in being allowed to bid on radiosonde 
equipment but the Signal Corps decided that we could not bid on 
this equipment because of the lack of specialized test equipment. Our 
civilian production does not require this type of equipment so natu- 
rally it is not available in our plant. This equipment is readily avail- 
able by purchase, were we allowed to participate in the bidding and 
awarding of contracts for this equipment. We feel that the Signal 
Corps has placed the cart before the horse. 

Our production would follow along the lines of producing radio- 
sonde equipment, although at the present time we lack the test equip- 
ment to do it. 

It was then decided by The Brinnell Co. to pick the simplest form 
of manufacturing and bid on such equipment as radio and electrical 
wiring and harness. We then encountered what is typically known 
as the “shut-out” bid. We submit as exhibit B—attached to the ré- 
sumé—an invitation to bid on the construction of electrical wiring, 
harness,‘and cables with an opening bid date of March 23, 1951, that 
specifically stated the following delivery schedule: 25 percent, April 
1, 1951; 25 percent May 1, 1951; 25 percent June 1, 1951; 25 percent 
July 1, 1951. Allowing several days for the contract to be drawn 
up you can see that it would be practically impossible for any small 
business to fulfill the terms of this contract. 

Along with that, this is the blueprint that came along as part of 
that contract bid. If it is the desire of the United States Govern- 
ment to allow small businesses to participate in the bidding and re- 
ceiving of Government and defense contracts the “shut-out” bid for- 
bids such participation. Involved in this aforementidned bid is the 
five large envelopes containing blueprints and specifications which 
are useless under the conditions of this bid. The costs of blueprints, 
envelopes, handling, and mailing are considerable and can be ex- 
tended as many times as there were companies requesting this bid 
information. 

3. DO rating system: This will belong to the common hue and cry 
but since the inception of the NPA it is almost necessary to have one 
man filing, revising, and amending in accordance with the reams of 
information, decisions, and interpretations of these regulations. This 
system has now been reduced to practically nil since the inception of 
the DO-97 rating. Whether participating in Government work or 
not every company is authorized to use them, and because of its prom- 
inent usage they represent practically no priority at all. 

Although there were minor faults in the priority system used dur- 
ing World War II, the basic structure, forms, field offices, skeleton 
personnel forces of the War Production Board are still in existence 
and operas This system is established and well known by all 
manufacturing as well as the United States Government and it would 


seem logical that this organization, revised to present-day conditions 
and standards could be utilized more efficiently and economically than 
the establishment of an entirely new system and organization which 
duplicates and overlaps the War Production Board. 
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Mr. See.y-Brown. I would like to ask several questions. How 
widespread, if 1 may ask, was the use of this Protectron device‘ How 
wide is it used in civilian use now?! Is it a widely used product ¢ 

Mr. Rozerrson. It is through all 48 States in the United States, 
in Australia and Canada at the present time. 

Mr. Sre.y-Brown. How long has it been used ‘ 

Mr. Roserrson. Three years since it was invented. 

Mr. Seety-Brown. The first person would be the Army concerned 
with that. 

Major Wuarrox. With whom are you registered? What purchas- 
ing offices¢ I notice you say the Army, the Navy, and the Signal 
Corps¢ What purchasing offices‘ 

Mr. Ronerrson. Signal Corps in Philadelphia. 

Major Wuarron. Who else‘ 

Mr. Ronertrson. The Navy was in Maryland, naval ordnance. 

Major Wuarron. That is Army. You mean Naval Ordnance in 
Washington ¢ 

Mr. Roperrson. It is an individual station in Maryland. 

Major Wuartron. White Oaks’ Isthat the one? 

Mr. Ropertson. I believe that is it. 

Major WHarton. And where were the Army ordnances ¢ 

Mr. Rowertrson. We have been working through Joliet, Lll., as far 
as the Army is concerned. 

Major WHarron. Whom did you ask to test it, test your product ¢ 
Have you specifically requested that / 

Mr. Rosertson. We had in Washington. 

Major Wuarron. Whom did you ask there ‘ 

Mr. Roperrson. Mr. Schnell, the president of the company, went 
down to NSRB. He went to two or three agencies down there and 
finally tothe Munitions Board. 

Major Wuarron. The reason I ask that is that any new product— 
and yours is relatively a new product as far as the military agencies 
are concerned—must be tested by the military and accepted as a usable 
item, as you know. Normally, it is being done by the agency which 
will be purchasing it. In this case, Army Ordnance in Washington 
could have requested that it be tested. Usually it would be tested 
by the arsenal which will be using it most, possibly Joliet. If they 
have tested it and O. K.d it, then it is listed as a purchasable item. 
It isn’t done in order to keep people from getting business. It is done 
in order to be able to say, “We have tested the item, and we know it is 
what the manufacturer says it is.” 

Mr. See.ty-Brown. Has your item been tested yet / 

Mr. Ropertrson. No. 

Major Wuarron. If it has been tested, fine; if it hasn’t you haven't 
done one of the basic steps. 

Mr. Rorertson. Where do we find some agency to authorize it ¢ 

Major Wuarron. Army Ordnance or Navy Ordnance in Washing- 
ton. Likewise its Signal Corps is goimg to use your item as such. 
Are they going to use it or was radiosonde equipment the thing you 
wanted to deal on with the Signal Corps ‘ 

Mr. Rozertson. That is something else. 

Major Wuarron. I will talk to Signal about that. If you are able 
to produce the kind of equipment they need to buy, that in itself ought 
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to entitle you to purchase the test equipment, and I will question them, 
and you will get a letter on it from us. 

Mr. See.y-Brown. Your first problem is that you want to get some 
agency of the Government, the proper one, to test your equipment. 

Mr. Ronerrson. Yes, sir. 

Major Wuarron. That is for Protectron. We can request that 
should be done, and we will put you in touch with the right people. 
The Signal Corps problem is something that is separate. They are 
two different and distinct problems. We will ask the Signal Corps 
if there is any reason why, if you are capable of making radio-sound 
equipment, you cannot be allowed to purchase test equipment. 

Mr. Roserrson. We can buy the equipment, but we are not allowed 
to bid. 

Major Wuartron. We will check into that and see if there is any 
way we can get around it, and we will let you know. 

Mr. Chairman, we will send you a copy of our answer. 

Mr. Srevry-Brown. We would like to know that you have at least 
had your product tested, and, if you will let us know, we will at least 
know we have helped you in that phase. 

Major Wuarron. As to the very limited time on this bid, some- 
times that is imperative. Sometimes the item is so badly needed they 
cannot wait for firms to make it. It must be purchased from firms 
that have it on hand. A lot of this material was needed across the 
seas before they had a chance to purchase it here, and it may have 
been that you unfortunately hit an item that was in dire need some- 
where else and that would, in effect, work as a shut-out against you. 
That is not the intent of the military services. They are attempting 
to get away from that as quickly as possible and to allow a longer time 
between invitations to bid and the final date of the opening. That 
was an unfortunate sitaution, and you unfortunately hit one of those 
emergency orders, no doubt. 

Mr. Seety-Brown. I believe we have at least made an important 
step in the solving of your problem. We will make sure that you 
will get an opportunity to have your equipment tested, and I will be 
grateful to you if you notify us when that is done. 

Mr. Murer. Yours is the first complaint about getting too many 
drawings. Usually the complaint is that you get an invitation to bid 
without drawings or without enough drawings. Let’s pursue this 
invitation to bid a little bit. 

I notice the invitation to bid was issued on February 21, 1951, with 
notice that the bids would be opened on March 23, 1951, and 25 percent 
of the order was called for delivery by April 1, 1951, or sooner, if you 
could make sooner delivery. What were the items that were called 
for by this invitation to bid ¢ 

Mr. Ronerrson. Electrical wiring and harness for the Army tank 
at Detroit. 

Major Wuarron. Tank and automotive center at Detroit ? 

Mr. Muurer. Are those items usually stocked by any companies? 

Major Wuarron. Normally, no. The Ordnance had none at all. 
They needed it immediately. 

Mr. Muurer. How do you get delivery of an item in less than 8 days 
unless it is stocked ¢ 

Major Wuarron. It would have to be stocked. 
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Mr. Muurer. Are these items originally stocked ¢ 

Mr. Roserrson. I do not know. In the one complete bid I have 
here submitted, it merely indicates harness, wiring, assembly, control 
box two turret, electrical, which would be tanks, with ordnance stock 
numbers and vehicle stock numbers, and there is no equivalent, which 
is sometimes added into the bid. That would indicate that it is a 
commercial product prior to the time the bid was opened. 

Major Wuarron. We will have to check on this specific bid and 
we will include that in our answer to both you and the committee. 
We will have to ask Army Ordnance to give you a chance on that job. 
The purchasing oflicer may be able to explain that. 

Mr. Mvutrer. Did you bid on that at all? 

Mr. Roperrson. No, sir. 

Mr. Muvrer. We have had frequent complaints of this kind. Obvi- 
ously, it appears, whether it is so or not, unless you had these items 
on hand and knew this invitation to bid was coming along, you could 
never bid on this and comply if you were awarded the contract. The 
committee would like to know what the facts are with reference to 
that. 

Mr. Srecy-Brown. It is a practice which we do not like. 

Mr. Mu rer. It is a practice not only that we do not like, but we 
want to stop if we can. 

Mr. See.y-Brown. Thank you very much. 

(The invitation to bid and award issued by the Department of the 
Army. Ordnance Tank-Automotive Center, dated February 20, 1951, 
Invitation No. DA-20-089-ORD-51-2461 FS, was submitted as an 
exhibit by Mr. Robertson, The Brinnell Co., Granby, Conn., will be 
found in the files of the subcommittee. ) 

Mr. Srery-Brown. The next witness is Mr. Horace Whittier, presi- 
dent, Cooper Oven Thermometer Co., Pequabuck, Conn. 


STATEMENT OF HORACE WHITTIER, PRESIDENT, COOPER OVEN 
. THERMOMETER CO., PEQUABUCK, CONN. 


Mr. Wurrrier. My testimony here today is more or less general 
and it covers our experience in World War Il. In this time of rearm- 
ament I find it is very difficult for a company our size to participate in 
a patriotic way in helpful service to our Government in doing what 
ever we can do with the equipment we have. 

It seems that the procurement officers are more interested in statis- 
tics relative to the equipment that a company has rather than to their 
engineering ability and their know-how and their experience in 
manufacturing. 

We have had long years of experience. We make a line of thermo- 
static metal thermometers that are bought by appliance manufacturers 
und also household thermometers that are sold in the chain stores. 
From our materials we buy scrap materials from other manufacturers 
and we are able to turn relatively cheap materials into value to the 
extent of about $600,000 a year. 

As restrictions will crowd this business out of existence, we have 
to find something to do. Our experience in World War II was rather 
disastrous. Our employees at that time were taken away from us by 
higher pay elsewhere. 
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We made arrangements with our employees and got them on a stable 
basis of wages last July so as to keep them. Now we find that it is 
next to impossible for us to find any subcontracting. We can do 
stamping. We can do other work of that nature. 

However, the résumé of our facilities does not look very good on 
paper and for that reason we receive very few inquiries. It makes it 
difficult for us to know what to do in the future. 

At the present time, if we are permitted to use the little nickel that. 
is necessary for our thermometers, we feel confident of being able to 
buy sufficient scrap material from other manufacturers so we can 
carry on. We hope that we can make some amiable relations with 
other prime contractors so that we can get subcontracts. We do not 
know just how to go about it. We have been asked to employ sales- 
manship. I swear I do not know how to employ salesmanship or 
connect any pipeline with any people of influence. It seems as though 
you are up a blind alley. That is the way we feel, frustrated, no 
matter where we go. 

In World War II, from an employment of 130, we are down to 
35. I was so discouraged I whee myself an English bicycle and 
went bicycle riding all through the war. 

Mr. Murer. That wasn't patriotic. You should lave used an 
American bicyele. 

Mr. Wurrrrer. That was the circumstances we were up against. 
I wish there were some clearing house that could take into considera- 
tion the fact that our company has the experience, the ability, and the 
financial backing that it can be of service to our Government, and 
we would like to do our patriotic duty. 

Mr. Srevry-Brown. You manufacture thermometers ¢ 

Mr. Wurrrrer. Yes. They are simple household thermometers and 
they are not accurate for scientific work such as the Government would 
use, 

Mr. Seetey-Brown. As you see it, there is no immediate oppor- 
tunity for you to bid in on a Government contract with the thermom- 
eters you have to make’ You would have to make some other items? 

Mr. Wurrtier. No. But our organization is capable of fabricating 
metals, thin metals, as well as thick metals, and, as far as the equip- 
ment goes, you never ask a carpenter what tools he uses when he builds 
a house. Neither should the Government ask us what tools we use 
when we make things for the Government. We must depend upon 
our ability as manufacturers. I would like to sell that idea, that in- 
stead of building bigger companies to get out the munitions, this work 
be distributed and a little help be given to some of the smaller people 
so they can take smaller contracts and subcontracts. 

Mr. Seety-Brown. Have you had an opportunity to study some 
of the possible prime contracts that have been awarded in this area 
in the hopes that you would be able to obtain some subcontracting 
work ¢ , 

Mr. Wurrtier. Yes; we have. Some of those that were sent to us 
were beyond our capacity at the particular time. They were heavy, 
thick stampings. We put a bid in on one subcontract for the Casco 
Co. We fell down on that because another manufacturer already 
tooled and equipped for it was able to underbid us. { 

Mr. Hatiteck. What shortage of material is it that keeps you from 
going ahead with your normal operation ? 
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Mr. Wurrtter. There is no shortage at all at the present time, for 
we are able to obtain. materials. We were a little bit worried about 
nickel, but we make a cheap thermometer. A half a million of those 
things were sold to the chain stores. We can use substitutes. 

Mr. Burron. Are there regulations that are limiting you‘ 

Mr. Wurrrter. At the present time, not to any great extent. This 
isa useful household item. 

Mr. Burton. What is limiting your normal production / 

Mr. Wuirrrer. We are rather afraid that in the future we will be 
limited on steel and nickel and other things that would affect our 
normal production. Then our worries begin. 

Mr. Seery-Brown. But as of the moment you are on top of the 
situation. 

Mr. Hauieck. I might say for myself, sir, as these great emergen- 
cies strike us, there is, as might have existed in this bid that was re- 
ferred to by the witness ahead of you, a necessity for immediate ac- 
tion, but certainly your suggestion about getting a clearing house and 
trving, as best we can, to bring in all the segments of the economy into 
the over-all effort, is well taken. If we are going to be in a tension 
situation and people talk about being in it for 10 or 15 years, then it 
will be increasingly important that all of us in the Government and 
in the different segments of the economy try to work out arrange- 
ments by which every one will have a chance to live and let live. 

Mr. Wuirrier. I hope we do not have the same experience we had 
in World War II when we tried our best to try salesmanship and 
chased all over the New England area and got only a few little jobs 
which we did to the satisfaction of our contractors. They were well 
satisfied with our ability and skill in manufacture. 

Mr. Hauieck. The other point you make is that they might look at 
your record of accomplishment and the type of people you have work- 
ing for you rather than just at what you have to work with. 

Mr. Wuirrier. Yes. In other words, they look at our tools and 
equipment rather than our ability as manufacturers. We would like 
to be considered as skillful manufacturers; and, if we need tools, we 
will buy those tools for whatever is needed. 

Mr. Muurer. Have you contacted any of the airplane companies? 

Mr. Wuirrier. Yes; I have contacted the airplane companies. 
Pratt & Whitney—I have been up to Springtield and I asked them to 
come up and inspect our plants. They haven’t as yet. They promised 
to, but they haven't. 

Mr. Murer. How about Curtiss-Wright ? 

Mr. Wuirrier. No. 

Mr. Mutter. I think I have seen some of the small parts they want, 
and some of them maybe can be manufactured by someone who manu- 
factures thermometers. Let me call your attention and the attention 
of the others assembled here today that this committee is unanimously 
sponsoring H. R. 1600 and other similar bills introduced by most of 
the members of this committee, which is to reactivate or set up again 
the Small Defense Plants Corporation, similar to what we had in 
World War Il. If that bill is enacted into law, it will accomplish 
many of the things you are talking about. It will call for the making 
of complete inventories and finding out who has the know-how to do 
these various things. That company will be able to finance fellows 
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who need financing and will also take prime contracts which, in turn, 
will be filled by subcontracting the work to men like you and others. 

Mr. Wurrrier. The contacts I have already made I find there are 
no substantial primes being awarded in this district whereby they can 
distribute them to us. 

Mr. Mvuvrer. The point I am making is that a prime contract would 
be taken by this Small Defense Plants Corporation and they could 
get in touch with you and have you make one item as a part of that 
over-all contract and probably have 40 or 50 people working on one 
contract and have the Defense Corporation hold that contract with 
no profit to itself, but just to keep people like you in business. 

Mr. Seery-Brown. As a result of testimony such as yours, we will 
be able to get that necessary legislation through. I am very grateful 
to you, sir. 

The next witness is Mr. E. G. Anderson, president, Tires, Inc., 
Waterbury, Conn., and Mr. Donald Tragler, acting vice president of 
the same company. 

If you will go ahead, Mr. Anderson, with your testimony, please. 


STATEMENTS OF E. G. ANDERSON, AND DONALD TRAGLER, PRESI- 
DENT AND ACTING VICE PRESIDENT, TIRES, INC., WATERBURY, 


CONN. 


Mr. Anperson. Our problem is to get representation where we 
need it. We are a small outfit in Waterbury. During the recent 
8 or 9 months we have had considerable trouble getting repair mate- 
rial and tire-treading stock. We know the greatest abundance of 
rubber is on rolling wheels in America. That is the biggest stockpile. 
We know, if we can get the proper materials in time and of good 
quality, that we can conserve that stockpile. Of late we have been 
able only to get a partial or a small percentage of the rubber that we 
need on time, where normally we can secure sufficient quantities. Nor- 
mally we can secure 5-ton carload lots or 1-ton carload lots of a certain 
type of rubber; today we have to wait so long and then possibly we 
receive only four or five or six boxes of rubber at a time, thereby 
increasing our costs. Many tires, not only in my place but in other 
places, are being run too far because the material does not come in 
in time. 

The quality of the material that we are getting, while it is supposed 
to be cold rubber, supposed to be good, by actual tests it is running 
30 to 40 percent of our crude rubber. They tell us that they can make 
better rubber. We do not know the reason why we do not get it. 

So, getting back to our problem, we, as a small firm, need someone 
in Washington to be able to talk to who can put the pressure on the 
large companies whereby they will be required or should be required 
to make rubber as good for treading material as they put in tires on 
the corresponding size. In other words, our tire stock as used for 
1,100 cross-section tires should be the same material as used in a 
new tire. 

What we want to find out and are trying to find out is whom can we 
see. The major companies push us around. They tell us they have 
no rubber, that Uncle Sam came in and got the rubber. Yet, on 
the gray market we can buy it at 5 or 10 or 20 cents a pound extra. 
We cannot afford to do that. 
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Mr. Seery-Brown. Your complaint is directed primarily against 
the big. companies rather than the Government / 

Mr. Anperson. Yes. Actually, that is where the basic trouble lies, 
although they tell us that the Government is the one who tells them 
what percentage of crude rubber they can use and tells them what 
supplies they will take out. They say they cannot process their rub- 
ber as it should be done. Now they are telling us that we should 
expect a GRS type of rubber which is inferior to the cold rubber. 
Lord knows, the cold rubber is bad enough. We run tests and take a 
tire and cut half of the natural rubber and the cold rubber and run 
it on a fleeter counter, and there is 30 to 40 percent difference in the 
wear of those tires. 

Mr: Srevy-Brown. You are primarily concerned with the recap- 
ping‘ 

Mr. Anperson. Yes. We do not get new tires. They are putting 
cars out with four tires. They are putting an additional burden on 
us because we do not have the fifth one to sell. We cannot voice our 
opinion to anyone. ‘They say it is a Government problem. We are 
responsible to dozens of true ‘king companies in our territory. They 
are small-business men. The way the rubber is wearing today it is 
probably costing them 40 to 60 percent more to operate those trucks. 
The rubber costs of a truck are only secondary to the gasoline con- 
sumption used. 

Mr. Hauieckx. Some days ago in some hearings in Indiana we had 
the matter of the difficulties of the recappers, or the retreaders, pre- 
sented to the committee. Mr. Dalmas, have you been able up to this 
time to get any further information regarding this matter of re- 
‘apping stock ¢ 

Mr. Dataas. We haven't been able to get any further information 
that is of a positive nature, Mr. Halleck. We presented the problem 
to NPA and we have been behind it, but we have no affirmative answer 
up to this moment. 

Mr. Hatxeck. I recall through the other war that we had this same 
difficulty, and I think we brought about certain changes that were 
helpful. Certainly we want to do everything we can in this situation. 

Mr. Anverson. During the last war you had a different situation. 
You had certificates. If you had certificates for so many pounds 
of rubber, you could get it. Wedo not have it today. It seems to me 
that some of the larger companies in ene way or another are forcing 
the issue. Normally they would push the camelback onto you when 
the tires are rolling out. Now you want camelback and you get 
neither camelback nor tires. 

I know they are selling them to fellows who never were in the 
business before. We can buy it from them if we will pay them 5 or 10 
cents a pound extra, which we do not believe we should. 

Mr. Y ane Would you mind turning those names over to the 
local OPS office? 

Mr. Anverson. I will. 

Mr. Murer. You deal in new tires 

Mr. Anperson. Yes. 

Mr. Muurer. You say you cannot get any new tires / 

Mr. Anperson. We have a backlog this month on our commercial 
accounts which will run 100 to 145 tires. We even stopped taking 
orders. These are not hoarders. 








1576 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Mutrer. On the other hand, all the cars and trucks come 
through from the factory with only four tires. Every new car owner 
gets a new tire. He gets that fifth tire. 

Mr. Anprrson. Some way or other. Some of the rubber manu- 
facturers have been known to put pressure to go into a town and line 
up a dealer, a car dealer in town which normally we would sell or 
service, and he tells them, “If you sign up with us, with so-and-so 
tire, we will give you enough tires to take care of your car needs.” 

Of course, it is competition, but it is kind of rough. 

Mr. Muvrer. But the new-car dealers have that fifth tire to sell? 

Mr. Anperson. They have it to sell. 

Mr. Murer. At one of the other hearings they told us you couldn't 
get the spare tire, but you could get it at the tire companies. * That 
witness referred to the major company that made the tire. 

Mr. Anperson. That is what I am referring back to. The bone 
of the situation is that the tire manufacturer will go in and line up 
a dealer and promise him these tires at a different price, and it kind 
of throws us off the schedule because we do not have a tire to sell 
them. 

Mr. Mutter. Is it fair to say that, although you cannot get tires, 
the tire supply is abundant to meet the demand ¢ 

Mr. Anverson. I wouldn't say that; not in our territory. Our 
biggest problem is to get the treading material. We feel that there 
are hundreds of thousands of good casings out on the road and if 
we had the good rubber to conserve those casings we can tread those 
tires five and six times or more for our larger accounts, and we do 
that. 

Mr. Srety-Brown. And in fact conserve our rubber supply. 

Mr. Anverson. That is right. That is the biggest stockpile we 
have. 

Mr. Muvrer. If you cannot repair that tire, he will have to buy 
new one. 

Mr. Anperson. That is right. 

Mr. Mvcrer. And you use less rubber in repairing it than on 
new one / 

Mr. Anverson. That is right. Not only that; then they are short 
of rayon cord which is on the carcass. Ninety percent of the value of 
the tire is in the carcass. 

Mr. Seety-Brown. Mr. Dalmas, you had a question you wanted to 
ask the witness. 

Mr. Datmas. Mr. Chairman, as the committee knows, about 60 days 
ago the major rubber companies were ordered to increase their supply 
of camelback by 50 percent, and the smaller rubber companies were 
given permission to increase their camelback production by 100 per- 
cent. You indicate that the supply is very short, particularly from 
the majors. Have you explored the market of the minor producers 
of rubber products? 

Mr. Anverson. Yes. We possibly buy from 8 or 10 sources—our 
camelback. One of the major sources last month told us that all their 
production on certain of those sizes, the large sizes, was taken by the 
Government, every bit of it. The smaller ones tell us that they. are 
hampered because they are not getting any camelback or any raw 
rubber to use in camelback, but. if we would accept the GRS type, 
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they could supply us, and you know the cost of your cold rubber 
over a year ago, crude, is approximately 30 percent. The GRS will 
be even higher than last year’s crude, and mileage for trucks over 
the road is very small. 

Mr. Datmas. Have you found any instances of camelback being 
imported into this country from abroad ? 

Mr. Anperson. I have heard, but I haven’t found any more, not 
any more than I have heard about their importing tires, but we could 
never find anything about that. We wish we could. 

Mr. Seeiy-Brown. Any further questions? If not, thank you very 
much. 

If I may interrupt, Mr. Burton, for just a moment, I have one eye 
on the clock. I regret very much that it is going to be necessary 
for me personally to leave the hearing now to go back to Washington. 
I do want before I leave to once again thank the State development 
commission for doing so much to make this affair a successful one. 
I want to thank all of you who have come here to participate in the 
hearings. The hearings are not going to stop because I leave. The 
hearings are going to continue. I regret I am forced to leave in order 
to make a flight arrangement. I thank you for coming. I thank 
the members of the committee who came. 

As you gentlemen have seen here, we Republicans and Democrats 
alike show no partisanship on this committee. We are determined 
to work together to do what we can to aid you. Iam grateful to the 
members of the subcommittee who came to Connecticut. Congress- 
man Sadlak, from Connecticut, will remain here for the rest of the 
hearings, and I am sorry, sir, that I am forced to leave at this time. 
I will see you in Worcester the day after tomorrow if I can arrange 
a flight from Washington. 

Before I leave I would like to make as part of the official record 
testimony both from the Silex Co. and from the Ramondetta Bros. 
Wood Products, both of Hartford, Conn. I would like to leave their 
testimony as part of the official record. 

Mr. Burron. Thank you, Horace. 

(The statement submitted by Elliott G. Anderson, president, Tires, 
Inc., Waterbury, Conn., is as follows :) 

APRIL 23, 1941. 
MANSFIELD SUBCOMMITTEE, 


Committee on Small Business, 
United States Congress, 1951. 

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: I operate a retail treading 
and tire shop in Waterbury, Conn., servicing New Haven County from Meriden 
and Waterbury north, and all of Litchfield County in Connecticut. 

Our business for the first 3 months in 1951 indicates that we will do a volume 
of treading, or recapping as you know it, between $125,000 and $135,000 this 
year. Approximately 90 percent is done with commercial truck operators in our 
area. My company and its employees render a complete truck tire service. 
Our operations have been seriously curtailed at intervals within the past 8 
months due to the inability of the camelback manufacturers to supply us ade- 
quately. Our present inventory of camelback is sufficient for 10 to 15 days’ 
production. 

Increased costs of materials, labor, tools, and incidental supplies have forced 
upward revision of prices in tire treading. Cold-rubber camelback has increased 
in price by one-third over a year ago and crude rubber camelback, when it is 
available, is more than double the price of early 1950. 

In addition to the increased prices of tire treading to the consumer, there 
is a hidden increase due to the lowering of quality of camelback. In fleet oper- 
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ation cold-rubber treads produce 30 to 35 percent less mileage than natural 
rubber. We are unable to procure any crude-rubber camelback and cold rubber 
is in very short supply. We anticipate further lowering of quality if all mate- 
rials for tire recapping are made of GR-S synthetic. These hidden increases 
will result in increasing tire mileage cost by 50 percent to commercial operators 
and the passenger-car users. 

Due to the national emergency declared by President Truman, authority for 
the conservation of our rubber supplies has been placed in the hands of the 
National Production Authority. I submit to you that the greatest reserve of 
rubber in the country is rolling on the wheels of the trucks and cars that deliver 
the goods for our defense production and civilian economy. By decreasing 
the quality of the material used in renewing the treads on these tires we destroy 
half of that reserve supply. That is neither conservation nor sound economy 
to us or to the thousands of small-business men in the country who operate the 
majority of the trucks in service today. 

I submit further that in order to produce the greatest conservation of the 
reserve rubber supply on these vehicles, natural rubber should be allocated for 
the production of camelback to be used on transportation units using tire sizes 
825 cross section and larger. 

Since tire costs are second only to fuel in commercial trucking fleets’ mainte- 
nance expense, low mileage cost is essential if consumer prices are to be kept 
in check. 

The NPA regulation limiting four tires to new cars has raised the issue that 
the civilian purchaser will now have to pay more for a spare tire which he will 
buy from an independent tire dealer. I assure you gentlemen that we will not 
raise the prices of these cars in this manner. We have no tires to sell. 

I would like to thank the members of the committee for their consideration 
in conducting hearings throughout the country on the problems of small busi- 
ness. The expense in time and money necessary to appear before committee 
hearings in Washington is prohibitive to most of us. 


(The statement submitted to the committee by the Silex Co.. Hart- 
ford, Conn., follows :) 


Hon. Horace Seery-Brown, Jr., M. C. 
Necond Connecticut District, 
House of Representatives of the United States, 
Washington, D. C. 

Dear Str: Your memorandum regarding the hearing in Hartford on Monday, 
April 23, of the House Small Business Committee to receive testimony from the 
manufacturers and distributors of Connecticut, is gratefully received. 

Our company (300 employees) has been suffering and apparently will continue 
to suffer considerably from the present production restrictions and our inability 
to obtain defense work on either prime or subcontracts. I will attempt to outline 
below what we have done in an effort to obtain these contracts, and the effects 
of the NPA regulations upon our business. 

To begin with, the Silex Co., during the base period selected by the NPA, was 
experiencing many production and product difficulties. The principal product 
affected by the regulations was our steam iron, which at that time was in the 
process of undergoing many mechanical changes to eliminate defects developed 
in the latter half of 1949, and to improve the quality of the product. As a con- 
sequence, our production during the base period was approximately 60 percent of 
what would be considered normal, and most of the numerous shut-downs and 
delays were not of sufficient longevity to enable us to eliminate them in arriving 
at our average production for the period, as outlined under the NPA regulations. 
In addition to this, the first 6 months of the year is our normal slack period, 
and two-thirds of our business is normally during the last half of the year. 
This seasonal aspects of our business is something which has been a normal 
occurence for many years. 

Combining the above two factors, and then taking an allowed 65 percent of our 
production during the base period, actually reduces our production to approxi- 
mately 35 percent of what would be considered a normal base period for our 
particular company. You can see from the above the extreme hardship imposed 
on us by the NPA regulations as written. i 

The next problem imposed upon us as a small compzeny is te financial prob- 
lem created by the necessity of ordering certain raw materials 4 to 8 months 
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in advance of the time of expected usage, and thus being forced to carry a larger 
inventory to supply our needs during this lengthened period. This particular 
problem is one that is caused by the fact that we have to order in certain basic 
quantities to obtain a reasonable price on the materials in question. If our 
usage were sufficiently large we could order for deliveries on a monthly basis 
and still order sufficiently in advance to have a reasonable expectation of prom- 
ised delivery. However, our usage being relatively small forces us to order in 
large quantities, and our operation being dependent on every product forces 
us to protect ourselves against the failure of our suppliers to deliver on a 
schedule basis. This item alone has greatly reduced the cast available for the 
operation of our business and forced us to function in a restrained and extremely 
difficult manner. 

The third point would be our inability to secure defense business. In Sep- 
tember 1950 we employed one man and in January 1951 we employed a second 
man to do nothing but contact Government agencies and various companies 
in an attempt to obtain prime or subcontracts for defense business. As of this 
date we have not secured one dollar’s worth of either. 

These mea have brought in to us numerous items for quotation and we have 
extended every possible effort to obtain contracts for the items quoted upon. 
In preparing these quotations we have in some instances even gone so far as to 
eliminate entirely our administrative expense and have in all instances eliminated 
selling expense in arriving at our cost figures. We have offered to take contracts 
on a cost-plus and fixed-fee basis, and are willing to do most anything within 
reason to secure defense business in sufficient volume to insure the continued 
employment of our personnel. We are continuously faced with the problem that 
our employees can go to Pratt & Whitney Aircraft, among others, and obtain a 
higher rate of pay than we are able to afford. We definitely know that once we 
lay off an employee our chances of ever getting that employee back are very 
slim. In addition to the above, the expense of travel, estimating, and so forth, in 
connection with these quotations is very great, and as of April 15 I have been 
forced to eliminate one of these men to reduce expenses. 

It has been our deduction that although we are asked to bid competitively on 
small contracts, the large volume contracts are negotiated directly with the large 
corporations without giving the small companies any consideration whatsoever. 

Sincerely yours, 
M. G. SmMitTu 


( The statement submitted to the committee by the Ramondetta Bros. 
Wood Products, Hartford, Conn., follows :) 


In this report we will endeavor to describe the undue hardships suffered by 
our concern during the rearmament program. 

In order to report more clearly I will describe the product which we manu 
facture. The item manufactured consists of one-quarter inch or three-eighths 
inch plywood or shooks boxes covered with an artificial leatherette and assem 
bled with brass-coated hardware, similar to those used in the portable radio, 
phonographs, and sewing-machine business. Of the preceding items the portable 
sewing machine case is our leading line. 

Referring back to the Korean crisis our factory followed the usual procedure 
of business during the ensuing months until November 1 when the Government 
imposed a down payment on all appliances. 

Our portable sewing machine case is a component part of a sewing machine 
and in order for us to sell our case a sewing machine has to be purchased by 
the consumer. Although our leading product consists of portable boxes we are 
equipped to handle various other items in the woodworking business. From 
November 1 to the present day we have been greatly hampered in obtaining 
suplies due to the fact that our suppliers have asked us for DO numbers in order 
to obtain such scarce items. 

According to our last report from our accountant for the preceding 54% months 
our volume of business has dropped to one-fourth of the original volume done 
by us during this period in the same period last year. It also shows a deficit 
in net worth of a sizable sum. 

To overcome this situation and to increase our business volume I have inquired 
at various agencies such as the Connecticut Development Commission and the 
Federal Commerce Department on how to obtain Government contracts or prime 
contracts. Various pieces of literature and instructions were given us on how 
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to do so. In order for us to follow these instructions it would have been advis- 
able to hire a Philadelphia lawyer. 
If your committee can be helpful in any way it would be greatly appreciated 
for you can well see we need some sort of assistance. 
Very truly yours, 
RAMONDETTA Bros. Woop Provucts, 
J. J. RAMONDETTA. 
Mr. Burron. We would like to hear now from Mr. Fred Dubin. of 


Dubin Heating & Cooling Co., Hartford, Conn. 


STATEMENT OF FRED S. DUBIN, DUBIN HEATING & COOLING CO., 
HARTFORD, CONN. 


Mr. Dupin. I am sorry, I did not expect to make a prepared state- 
ment, but I have a brief résumé that you can incorporate. ; 

I am president of the Dubin Heating & Cooling Co., who are heating 
contractors; and treasurer of the Beacon Sheet Metal Co., which is 
a heating and air-conditioning outfit. I am also president of the 
Fred S. Dubin and Associates, consulting engineers. I perhaps have 
three viewpoints to bring to this hearing anel I would like to tell you 
briefly my experience in the contracting and sheet-metal situation 
in housing in Connecticut, which is serious. 

In 1946, to answer one question before going further, in case anyone 
asks me what we did during the last war, we closed up and I went into 
the Navy. I am still a Reserve officer. However, while I am here 
I would like to keep this going in my own business. There are others 
who depend on me. 

After I got out of the Navy we ran into many difficulties, shortages 
of materials, shortages of customers, and then shortages of materials 
again. It has been up and down. And it has been rough. We used 
to sublet our duct-work requirements. We engage in heating and 
ventilating requirements for homes, schools, hospitals, and commer- 
cial buildings. Most of our work is warm-air work, which requires 
galvanized sheet metal or aluminum, as the case may be. We used 
to sublet our sheet-metal work to the extent of 500,000 pounds of gal- 
vanized sheet metal a year. Our business grew and we decided to 
open our own shop, and the Beacon Sheet Metal Works came into 
existence. We bought out some other companies and there wasn’t too 
much work on hand anyway, so there was no material problem. 

But along about 8 or 9 months ago the material situation began 
to look tighter and we tried to buy some material ahead because we 
had contracts that were not going to materialize for 5 or 6 months. 
We get a heating contract for a housing project and it may be 4 or 
5 months before the material is required for that job. Going around 
to buy the material we found we couldn’t buy any material. It was 
that bad. We could buy a few pounds here and there from local ware- 
house, but we could not buy a substantial amount. We could not 
buy material for the contracts we had on hand. 

It was getting into last fall. New England is pretty cold. We 
had ducts in the walls, but we could not complete the cellar ducts 
without sheet metal. It began to look as if a critica! situation would 
result. : 

Then I took time off from my other companies and tried to buy 
galvanized sheet metal. I traveled from here to Cleveland and all 
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over the East to every mill and warehouse within reach, with no 
avail. I wrote a letter to the local NPA office on November 10. I 
wrote to Mr. Harrison to start with, the National Director, and it 
was referred back to Hartford. I was in touch with Mr. Madden's 
office who was sympathetic and helpful in helping me prepare a 
résumé of what we wanted. I got some letters back periodically from 
Mr. Nigel Bell in the Aluminum and Light Metals Division, and 
they said we should be able to go to our warehouse, because they had 
directives and we should get material. We weren’t on anybody’s 
priority list. We were a new company. We had no standing with 
an existing supplier. If they were allotting 65 to 75 percent of the 
material to old users, we were not in that classification. We were 
doing our own sheet-metal work, previously having sublet it. We 
thought we should have some relief because we should be considered 
a hew conipany. 

This started November 10 and just today Mr. Madden handed me 
a letter in answer to one of my letters of November 10, and this comes 
to Mr. Frank Madden from Mr. Bennett, acting chief, Special Assist- 
ant Section, Office of Small Business. It says that the galvanized- 
sheet-metal program has been cut back because there is a big-car 
program. ‘There is no priority for our use. We are told to go on 
our own agatln. 

This is about one-quarter of the file 1 have accumulated on this 
material situation. As of this moment we are not so badly off as 
most people in our industry because I took the bull by the horns and 
got in touch with Mr. Fairless of United States Steel and Mr. Rich 
of Republic Steel and Mr. White and I went to the other presidents 
of every steel company in the East. L didn’t know them from Adam 
nor did they know me from Adam. I put our appeal on a personal 
basis. After much hemming and hawing we got down to the fact 
that they make steel and we need steel, and we got five carloads of 
steel. Five carloads of steel is a lot of steel for a company of our size. 

Mr. Muurer. You are going to be swamped by all the other men 
who need steel. 

Mr. Dusty. That has been used since. It started last November. 
That is why Lam worried. They were emergency orders. We couldn't 
repeat these orders. The presidents said it was a one-shot proposition. 
It got us out of our difficulty. We finished the jobs we had on hand. 
We couldn't get new work with assurance that it could be done. We 
were told we should get into defense work. Right now we are look- 
ing for some work. 

Also we have not been able to repeat those steel orders. We are still 
on nobody’s allocation list. This folder, incidentally, is labeled “Steel 
Rejections.” These are steel rejections, and these are steel accep- 
tances. We send 22 purchase orders through to mills and warehouses 
and without exception every one has come back again. We cannot get 
a program for the second, third, or fourth quarters. We are still not 
on anybody's allocation list, and we are just as bad off as last Novem- 
ber except in the meantime we have done some work. The only way we 
have been able to exist is that since we have so many different irons 
in the fire, I work an average of 110 hours a week and have done con- 
sulting engineering. With that we have paid payroll in the other 
place. That situation cannot go on indefinitely. We need assistance 
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to this extent. Hospitals and perhaps utilities and schools are cer- 
tainly essential projects. And in areas such as Hartford I think 
housing is essential. Unless something is done to award a priority 
to that type of project, there will be many small shops, such as ours, 
which will go out of business, and these projects won't be built. There 
have been bills in Congress for defense housing. What is being 
done to allocate the material for that essential housing ¢ 

The problem is recognized that housing is essential. Is anything 
being done to see that material for these essential housing projects 1s 
being allocated? I don’t know where the CMP plan will take that 
into consideration. I don’t know whether it will or not. That is 
something I want to know. 

I have a suggestion to make along those lines. I think when the 
housing and other institutions are determined and what to build is 
decided on, material should be allocated for that particular use rather 
than to a company or to a mill. If it is determined that Hartford 
should have 300 or 3,000 houses, I think material for 3,000 houses 
should be allocated to Hartford to the contractor or contractors who 
are going to do those jobs. That would be a tremendous help. 

If a new school is to be built in Windsor, Conn., material should 
be allowed for that rather than have them scramble for it. There 
is a terriffic gray market or black market. You can pick up the 
Journal of Commerce every morning. There are people i list offer- 
ings to buyers of steel and aluminum. They do not quote prices, 
but, if you call them up, you get a price of 1 cent a gage: 28-gage 
steel would cost 28 cents a pound. The warehouse price is 12.8 cents. 
That was Japanese steel. I don’t care what you call it. It is the 
only source most of those fellows have to get. Perhaps it is a black- 
market price or a legal-import price. I do not know. 

As far as price matters are concerned, they do not come into our end 
very much because we haven't been selling a product. It is hard to set 
a price on a construction project. You bid based on your costs and 
ultimate consumers pay for it. 

Just take oil ro for instance. I do not know if there is a 
ceiling price on oil tanks. If you call up for a price on a 275-gallon 
tank, a year ago it was $21, today it is $40 to $45. You will be told if 
they have mill steel it will be $35; if they buy gray-market steel, it will 
be $45. If you have a project half done and you need oil tanks, you 
have to buy it. 

I think that materials must be allocated for the project and one 
other item must be considered in order to get some of us small con- 
tractors into the defense program. Of course, everywhere you go, 
and I have tried it from the consulting-engineering standpoint, I have 
been told by the Army that they want big contractors. I ask why for 
a job that doesn’t take a big contractor. They say that they have 
more facilities. I pointed out to them that if it doesn’t require a large 
outfit to do the job, there is no reason to hire only large companies. 
The principals do not even see that job. That is true with heating 
and ventilating and sheet-metal work. The contract should be let to a 
cooperative group in an area and their combined facilities would be 
sufficient to handle a contract of any size. : 

Mr. Muvrer. Have you tried setting up a cooperative such as 
you recommend ¢ 
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Mr. Dustin. I have tried in a limited way. I have tried in the engi- 
neering work. Most metal-working people are independent, an in- 
dependent breed of cats. 

Mr. Murer. We cannot direct you to get together under the law, 
but there is nothing to prevent men in an industry getting together 
and pooling their facilities and then bidding on a contract, provided 
they do it without running afoul of the antitrust laws. I think Mr. 
Bartlett can tell us whether or not there has been any decision on that 
precise question, as to the pooling of facilities. Your department 
was to get a ruling from the Department of Justice on the pooling 
of facilities. 

Mr. Bartierr. We haven't gotten confirmation of that yet. 

Mr. Mutrer. I think you will where the men in the industry are 
willing, a heating contractor and a brick contractor and all the others 
that go into putting up a structure, can get together and bid on a 
contract. There is nothing in the law that says that they cannot do 
it. If they are the low bidder, they can get it. 

I am very much interested in your recommendation that there be 
a direct allocation of critical materials for schools, hospitals and 
homes in defense areas because Mr. Burton and Wright Patman, who 
is the chairman of the full committee, and Mr. McKinnon, who is also 
a member of this committee, happen to be members of the House Bank- 
ing and Currency Committee, and we recently brought to the floor 
of the House a housing bill. We were told that the provisions in that 
bill that required allocation for community facilities such as schools 
and hospitals were socialistic and communistic. I am glad to hear that 
somebody who is in business here comes forward and makes that kind 
of a recommendation because without the schools and the hospitals 
your homes are not going to be very much good. 

Mr. Dupin. That is right. 

Mr. Burron. We may say that in these hearings there have been 
a number of instances where it has been brought to our attention that 
large contractors rather far afield have been brought in. It is the pur- 
pose of this committee to encourage in every way possible the placing 
of those contracts with local subcontractors who are equally able to 
supply, and we see no reason why it should not go through those 
channels. 

Mr. Saptak. Mr. Chairman, have any of your members on the 
staff who are present here any suggestions to make to Mr. Dubin? 

Mr. Burron. We will be glad to have comments from any of the 
agencies present. 

Major Wuarron. I have private business with Mr. Dubin. He 
needs some information which we will have to get and send him. 

Mr. Burron. If it is of general interest, you might state it now. 

Major Wuarron. To construction men, definitely. It is a pam- 
phlet which the Department of Defense has gotten up. It is a mimeo- 
graphed pamphlet which gives in complete detail all the steps you 
will have to go through in order to do business with the Department 
of Defense agencies, any of them, whether it is under the Wherry hous- 
ing bill or whatever it is. That is part of the information which I 
will send you. It is particularly for construction engineers and for 
architects, men who are interested in doing more than just getting in 
on the partial construction. That is the entire picture. 
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We will also send you some other information which is general in 
nature, but may be of help to you in contacting your own local agencies. 

Mr. Daumas. Mr. Chairman, I have a question. Mr. Dubin, has 
this community or any other part of Connecticut applied for desig- 
nation as a defense area / 

Mr. Dusty. I have talked with Mr. Loschbolt, who is now no longer 
with the State housing since the new administration came in, and I 
do not know what happened. They said at that time they would 
look into it. That was the State housing. 

Mr. Datmas. One of the solutions in areas where you have a lot of 
defense contracts, as far as housing is concerned, is to have the area 
declared a defense area. Your construction material, particularly 
under the CMP plan, would be assured to you in the area if it were 
a defense area. 

Mr. Dupin. You cannot add twenty to thirty thousand workers to 
the United Aircraft and not provide housing for them. We had a 
project last fall of 25 homes adjacent to the United Aircraft which 
we could not finish because of lack of galvanized steel. They were 
trying to hire people. They were coming from other States, as they 
did in the last war. These houses were not available at that time. I 
applied to NPA for relief. That was in November. Today I got a 
piece of correspondence dated April 13, with no results. 

As I told you, we got the steel to finish those houses, but in the mean- 
time my business suffered a great deal. I do not know whether it 
would not have been cheaper to buy in the black market than it would 
have been to spend that money and time and telephone expense and 
railroad fare to look for the steel. While I got some of it at mill prices, 
I did not figure out what the total over-all price had been. It would 
have been cheaper to.buy it in the black market, which we didn't do, 

Mr. Daumas. I would like to say for the record that in Washington, 
in the defense agencies, under the Defense Production Act, we have 
the Interagency Critical Areas Committee. This committee is 
headed by Ralph R. Kaul, of the Defense Production Administration, 
and includes representatives from all the defense agencies. Their 
duties are to look into the critical areas, particularly with reference 
to housing, and an application should be made to Mr. Kaul. 

Mr. Muvrer. You mentioned some 30,000 workers needed in this 
area. T assume you meant additional workers, 

Mr. Dupin. I believe that figure is conservative now. 

Mr. Muvrer. Can you tell us what is the opinion of this committee 
as to whether or not those 30,000 or more workers should be housed 
in trailers, in temporary housing, or permanent housing ¢ 

Mr. Durnin. Definitely not temporary housing. We had more slums 
built that are a black eye and sore spot for the community, State, and 
Government, which is disgraceful. The temporary trailer camps, the 
temporary paper houses that were put up during the last time and are 
still up and being occupied because there is no place for the people to 
go, are examples. 

It is an econonric waste of materials and time. These homes are 
going to be needed after this shortage is over. The population is 
increasing. We haven’t had building for a great many years. - It is 
ridiculous to put up that type of housing whet we can put up good 


housing in the same period of time it takes to put up those paper 
houses. 
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Mr. Muurer. With very little more cost. 

Mr. Dustin. Yes. 

Mr. Burron. It is timely that your attention has been called to the 
possibility of your being declared a critical area. At the same time, 
your community, I judge, will want to consider that very carefully 
because it could possibly place at a disadvantage some of your small 
manufacturers who are looking for subcontracts. So you must view 
it from all angles. But that is “something that comes from your com- 
munity and is a little out of our field. 

Mr. Duin. While we are a defense area, someone has to build those 
houses. 

Mr. Burton. If you are a critical area, that might place you at some 
disadvantage when contracts are being placed. 

Mr. Dupin. That is what we have to watch out for. That is why 
this Small Business Committee has to be a watchdog to protect the 
small-business man when these contracts are being placed. 

Mr. Burton. That we will do to the limit of our ability. 

Thank you very much, Mr. Dubin. 

(The statement submitted by Fred S$. Dubin, Dubin Heating & 
Cooling Co., Hartford, Conn., follows:) 

Iam Fred Dubin, president of Dubin Heating & Cooling Co., and treasurer of 
Beacon Sheet Metal Co., contractors in heating and air-conditioning. We are, in 
effect, a new sheet-metal business, on no one’s priority list, and cannot obtain 
sufficient galvanized sheet metal to install heating and ventilating systems in 
schools, homes, and hospitals. We are operating at a loss. We have applied for 
relief to NPA, but to no avail. 

We recommend that a direct allotment of critical materials be made for schools, 
hospitals, and homes in this defense area. We also recommend that large con- 
tracts be given to a composite group of small contractors 

Mr. Burron. It is the purpose of this committee to hear everyone 
who wishes to be heard insofar as time will permit. We have very 
nearly completed our agenda. We have one or two more to be heard. 
If there are others who wish to be heard, it would be well to make 
that known to those who are caring for it and it will be brought 
up to the desk and we will give you an opportunity to testify. 

Also may I again draw your attention to the fact that we would like 
to have each of you sign one of these cards so that we m: iy have a 
record and you in turn, of course, will be interested in making these 
direct contacts with the representatives of the various agencies, be- 
cause it is not simply those who have testified whose problems we wish 
to take care of, but all business of the area, and some of you may 
not have had opportunity to testify, but at the same time, you prob- 
ably have problems you wish to have considered. 

Next we will hear from Mr. A. L. Trumbull, who was not here 
earlier when we reached his name. 

Please give your name and company for the benefit of the reporter 
and the audience. 


STATEMENT OF ALVIN L. TRUMBULL, PRESIDENT, TRUMBULL 
BEARINGS, INC., HARTFORD, CONN. 


Mr. Trumputn. My name is Alvin L. Trumbull, president of Trum- 
bull Bearings, Inc., located on Capitol Avenue in Hartford, Conn. 

We are a small bearings manufacturer. 

Gentlemen, my subject is relief from discriminatory price controls 
against small businesses. 
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Upon receiving an invitation from Representative Horace Seely- 
Brown of Connecticut to attend this hearing, my first reaction was a 
mild one, and my only purpose in this address was to urge greater 
cooperation from the Congress in recognition of the part small busi- 
ness plays in our defense program, and to ask for aids in the financing, 
and procurement of materials and machinery with which to aid our 
national defense program, aids which would give small business a 
fighting chance for survival after the present state of emergency has 
passed. , 

However, a situation has developed over the past week end which 
overshadows even these dire needs of small businesses—a situation 
which threatens to bankrupt most smal] businesses long before the 
state of emergency has passed; a situation which even Government 
financial assistance cannot overcome. 

I call your attention, gentlemen, to the headlines of one of our local 
papers on Sunday, April 22, 1951, which carries an Associated Press 
dispatch from Washington dated April 21, 1951. Quote: “Tough 
New Price Policy Announced,” “Profits ‘Yardstick’ Set for Industry,” 
“Johnston Gives Order to DiSalle, Expects to Receive ‘Squawks’.” 

Gentlemen, the word “squawks” is a very mild one. Mr. Eric John- 
ston by this order has embarked upon a policy which is certain to 
mean financial ruin to many thousands of small businesses throughout 
the entire country and throwing in the laps of many big businesses a 
complete monopoly on thousands of products for Government and 
civilian consumption. 

I quote this article further: 

Under this yardstick standard, no industry will be permitted to increase prices 
if the industry’s dollar profits amount to 85 percent or more of the average of 
its three best years during the 4-year peried 1946 to 1949, inclusive. 

Officials said that, even though individual firms within an industry fall below 
the 85 percent profit standard, they won’t get consideration for higher price ceil- 
ings, except in “unusual hardship” cases, so long as their entire industry is above 


the 85 percent earning standard. 
Mr. Johnston stated: “We want to reward efficiency.” 


Gentlemen, where large and small business are concerned in an 
industry this is not a case of rewarding efficiency in these times; it is 
a case of big business versus small business, big capital versus small 
‘apital, new high-speed machinery versus older, slower machinery, 
volume raw material purchases from the mill versus odd-size ware- 
house stocks and long waits between shipments, and forced buying of 
larger than needed quantities at a time, exorbitantly high warehouse 
prices versus mill prices, greater machining costs due to wrong sizing 
of raw material versus less tooling and machining costs due to greater 
volume runs at closer sized materials, and last but not least—in this 
area, at least—higher wages demanded by labor due to the compara- 
tive insecurity generally acknowledged by the average worker when 
employed by a small manufacturer versus higher wages and better 
insurance and hospitalization benefits offered by the large industries 
in this area made possible by large working capital and Government 
purchasing, and the fact that Government purchase costs are based 
on manufacturing costs either directly or indirectly. 

I wonder, gentlemen, just how much experience Mr. Johnston has 
had in the manufacturing industry. I wonder also upon whose advice 
he so brazenly stated that— 
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In every industry there are always some firms making money, others losing 
money, and the Government wants to avoid interfering with that relationship. 
This statement would be a very good one and could stand on its own 
during normal times, but a situation now exists which is not normal 
in regard to production costs, procurement of raw materials, and 
labor costs, and although I am not advocating increased prices and 
inflation, I am, however, demanding a program which will make it 
possible for the small-business man to survive, and when this emer- 
gency is over, we will not have a repetition of what happened during 
the last war, of the large business becoming stronger and the small 
business—if he survives at all—becoming weaker. 

I wish to call attention to my own case in our own small bearing 
manufacturing plant. We are forced to stock more than 10 times 
the normal amount of raw steel at present simply because we must 
buy it when it is available and because we are forced to buy quantities 
which far exceed our requirements. We are also forced to compete 
on the labor market with United Aircraft Corp. whose main customer 
is Uncle Sam and whose prices are of a necessity based op manufactur- 
ing costs plus a percentage of profit, and this cost, gentlemen, also in- 
cludes procurement and maintenance of new plants and machinery 
which will be written off during a 5-year matlail 

I do not begrudge United Aircraft Corp. writing off the cost of new 
plants and equipment during that time. In fact, I think that this is 
an absolute necessity, and a business must make a profit in order to 
exist, but I do find it hard to compete in the purchase of machinery 
further in advance than we dare order due to our uncertainty of the 
working capital which may be available at the time of delivery. I also 
find it hard to compete against companies who can set up train- 
ing schools to train new, inexperienced employees prior to their 
assignment on production lines, expense incidentally which is figured 
in their cost of finished products sold to the Government. 

In closing, I want to say that I feel it is the duty of every represen- 
tative of the people, who is also a representative of large and small 
business alike, to enact a fair system of price controls based on costs 
and profits, and I feel that to do this it must be profit control, based on 
the cost of individual items under present-day costs, not on costs de- 
rived from figures compiled from 1946 to 1949. These costs would 
be available and could he submitted to the Department of Internal 
Revenue in cooperation with the Economic Stabilizer, and could be 
computed semiannually, 

Our books, gentlemen, are open to any Government agency at all 
times—and, 1 might add, they are honest ones. 

In closing, I wish to state that a closer scrutiny should be made of 
the parties or businesses most likely to be affected before enacting 
policies and rulings, and a just and fair system of Jaw enforcement 
should preside at all times. This is still a democracy, gentlemen, a 
government of the people, by the people, and for the people. Let’s 
keep it that way. 

Mr. Burron. Thank you very much. Are there any questions? 

Mr. Sapiak. On page 2 of your statement, in the second paragraph 
of that page, the second sentence reads: 

We are not forced to stock more than 10 times the normal amount of raw mate- 
rial at present simply because we must buy it when it is available and because 
we are forced to buy quantities which far exceed our requirements. 
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Shouldn't that read, “We are now forced”? 

Mr. Trumpuiy. Yes. 

Mr. Burton. Mr. McCormick is not present at the moment. He is 
in contact with Washington and will probably have some information 
to bring us on questions ‘that have arisen earlier in the day. 

Is there anyone here who would like to answer for OPS? 

Mr. Dalmas, have you anything you would like to comment at this 
point ¢ 

Mr. Datmas. Mr. Chairman, all I would like to say to Mr. Trumbull 
is that we will make a copy of this statement of yours available to Mr. 
McCormick. We have had the question of the 85-percent limitation 
before, and I happen to know he is discussing it with the OPS Admin- 
istrator and others who have charge of this particular work, 

Mr. Burron. It is possible that he may be in in a few minutes and 
may have a comment to make on that. Of course, we are all working 
to the similar end. We feel that under present emergency conditions 
unbridled inflation would be disastrous on small and Ia arge alike. The 
question is how we may control without working undue hardships 
and, of necessity, it must fall harder in some spots than others. 

We sincerely hope that relief may be found in your case. 

Mr. Trumeci.. That is true. We are in a bad situation in this 
area. We are competing against some of the larger companies. 

Mr. Burron. I think you will find it applies to all areas. 

Mr. Tremeui.. You are probably right. 

Mr. Burron. We are finding it as we travel through the country. 

I thank you very much. 

Next we have R. L. Keeney, assistant treasurer, and Mr. FE. K. 


Fuller, secretary, of Somersville Manufacturing Co., Somersville, 

Conn. 

STATEMENTS OF R. L. KEENEY, JR., ASSISTANT TREASURER, AND 
E. K. FULLER, SECRETARY, SOMERSVILLE MANUFACTURING C0,, 
SOMERSVILLE, CONN. 


Mr. Keenry. I am Robert L. Keeney, assistant treasurer of the 
Somersville Manufacturing Co., and I have with me Edward K. 
Fuller, secretary of the Somersville Manufacturing Co. 

Gentlemen, we are here today namely because as a small woolen 
mill with only about 400 people and a little over 100 looms, we find 
it practically impossible to do business under the present OPS re- 
quirements, either in civilian or military. As far as the military is 
concerned, we find, as a small mill, we have to bid in competition with 
large organizations in order to get the business and keep our factory 
operating. We have to bid so low that we do well to break even on 
our contracts. The larger mills can save money by larger operations 
and also they have the facilities to buy a large amount of raw material 
at one time. They can thereby save money on their costs. 

For your information, I would like to read you a statement written 
by R. L. Keeney, the treasurer of our company. | Reading :] 

As manufacturers of woolens since 1879, we now wish to protest the methods 
given us to figure our ceilings as laid down by OPS. It is absolutely impossible 
for us to buy wool on today’s market, figure our cost, and sell at a profit with 
these ceiling regulations. 
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The OPS are not allowing us to use our present market for wool but we must 
base our costs on December 1950 cost of wool. In January there was a large 
rise in the price of wool all over the world—in some cases, as high as 50 percent. 
Although this market has receded some in the last few weeks, it has recently 
firmed again and is nowhere near the cost of December wool. 

We are a small outfit and can only carry a few months’ supply of raw material. 
Most of our well bought material is now processed and delivered to customers 
and we are forced to base our costs on replacement costs which are considerably 
higher than the base period allowed us by the OPS. 

In the last war we made, thousands of yards of Navy and Quartermaster 
materials. We priced them so closely that we demonstrated on renegotiation 
we did not owe the United States any money and we were conipletely exonerated 
from paying the Government any money: We are taking Government contracts 
today at as close prices as we can figure. To do this we must figure a profit 
on our domestic business. 

We can’t understand why the OPS has deviated so completely from the methods 
of figuring ceilings during the last war. At that time we could figure and operate 
without embarrassment—today we cannot do that. It is our understanding 
that when this regulation was put into effect, it was thoroughly understood by 
Congress that industry was not to be regulated to embarrass it but allowed to 
proceed on normal conditions making a normal profit. If industry isn't allowed 
to do this, how can the United States Government expect to receive in taxes the 
amount of money it is going to require? It seems ridiculous to hamstring 
industry to such an extent as to force mills to close down, throwing their em 
ployees out of work and causing the company a large loss as no mill can make 
money closed down. 

We feel that our industry is so competitive that we really need no ceilings 
and we would like to stress this point because of the competitive conditions in 
our industry. If we must have ceilings, why couldn't our ceilings be based on 
a method of figuring costs using our present wool prices plus our labor cost, and 
then limiting us as to our mark-up? 

Wool prices, as you know, are not controlled in any way and, of course, can 
not be because of the large percentage of raw material that is grown and sold 
abroad, 

We have been told by our Congressman, the Honorable Horace Seely-Brown, 
Jr. that we can bring our petition to you for relief at this time and we grasped 
this opportunity immediately, hoping you can give us relief and we can't wait 
many weeks for it and keep our plant running, 

Thanking you, we are, 

Yours very truly, 
SOMERSVILLE MANUFACTURING Co 
R. L. Keeney. 


I would like to add one thing. In regard to labor costs, as you 
know, contracts have been negotiated with the American Woolen Co. 
which more or less set the pattern for our industry, allowing a range. 
We have no union in our shop and have been following the policy in 
the past of making sure that our people get as fair a deal or a better 
deal than employees in other plants under their various plans. 

Under this set-up we have had to sell our fabrics under a contract 
that included a clause allowing for an increase, if there was going to 
be an increase in wages. This is necessary because we understand that 
wages are not to be increased, but these contracts have already been 
negotiated and, if they are approved, we want to do as well for our 
employees as they are doing in other plants. 

This clause in our contracts restricts our sales because ee 
realize they will have to pay this added cost if it is going to be i 
cluded, and we have not as yet had any basis for knowing what chien 
raises are going to be, and while we are waiting we have to include 
that in our contracts. 

Mr. Sapnak. This is a very grave problem and one in which I 
have taken a great deal of interest and spent much time. As a matter 
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of fact, I had personally visited Mr. DiSalle and talked to him about 
the situation. The difficulty springs from the fact that there is a 
price on the finished fabric, but the wool which you cannot obtain 
and, if you do obtain, the Lord knows how much you do have to pay 
for it, when you finally get the finished product it costs a great deal 
more because the costs A tremendously increased. 

I would like to say, as Congressman Seely-Brown mentioned earlier, 
when you were not here and he was looking for you, that we have 
spent a great deal of time on this and we have kept after the OPS. 
It came to my attention with the difficulty that the Broad Hook 
Manufacturing Co. had. They keep telling us that relief is forth- 
coming. They brought forth a little relief about 10 days ago. Im- 
mediately we started to get telegrams saying that they have to have 
relief from this relief that has been given. 

I hope that that will be forthcoming soon, as they keep telling us 
every time we call them. We will continue to work on this, and I hope 
they can arrive at some type of a conclusion. The big difficulty is 
that today wool is at the shortest supply that it has ever been in the 
United States. 

Mr. McCormick isn’t here, but I am sure he also knows that I have 
been pestering Mr. DiSalle to try to bring out some kind of a satis- 
factory conclusion, and I will continue in those efforts. 

Mr. Keeney. We appreciate the so-called relief we got 10 days ago, 
but the reason you got all those complaints was that they admitted 
in that regulation that, although we were restricted to the price of 
wool in December, wool had increased in cost in January from 25 to 
30 percent and a graduated scale would have to be brought out based 
on that increase in cost. Until that was brought out, we had to do 
with what we had. We cannot operate. We do not have the where- 
withal to sell that far ahead. 

Mr. Sapuak. In the meantime you have had to take some employees 
and lay them off? 

Mr. Kernry. We have. 

Mr. Sapiaxk. As you gentlemen continue on to Providence and New 
England, I am sure you will find the same problem. 

Mr. Burton. You knew the problem was a very acute one in your 
industry and, of course, you are dealing in a commodity where the 
raw material price is controlled in the international market. 

Mr. Krenry. I wanted to bring out that our costs are not only based 
on raw material but also labor, and we are not sure of our labor 
situation because we haven’t gotten a conclusion on the increases that 
have been negotiated. 

Mr. Muurer. Is there anybody in your industry who is selling the 
manufactured product at less than ceiling ?¢ 

Mr. Keeney. I imagine there are. 

Mr. Murer. Do you know of any who are selling under ceiling? 

Mr. Keeney. I think there are. I could not give you instances. 

Mr. Burron. I can assure you it is not generally so in their industry 
today because of the high price of their raw material. 

Mr. Futrer. Regulation 18 here has a statement in quotes: . 

The price of type No. 77 Australian wool, August 25, $2.13 a pound; December 
29, $3.23 a pound; February 9, $3.90 a pound; March 9, $4.18 a pound. 
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From December 29, where we now are supposed to base our raw 
material costs on, to the present market of March 9th—and I think I 
am right in saying it has not decreased from that—— 

Mr. Burton. I would be surprised if it has not gone down in the 
last 3 or 4 weeks. 

Mr. Fuuver. But it has firmed again. There is a difference approxi- 
mately of 80 cents a pound. 

Mr. Keeney. It has gone up 21 cents of the 80 in the last few days. 

Mr. Mutter. Would you be satisfied with a regulation that per- 
mitted you to charge your full cost of material, labor, and everything 
else, and gave you a mark-up that would give you 85 percent of your 
average net earnings during the 4-year period, 1946 to 1949 inclusive ? 

Mr. Keeney. Yes. 

Mr. Burton. Wouldn’t you say that would apply to the industry 
general] 

Mr. Kenney. Yes. 

Mr. Muurer. They would be very happy with that kind of regu- 
lation ? 

Mr. Fuuier. Yes. 

Mr. Keeney. We are not selling today at less than ceiling but most 
of the big operators have sold. Everybody sold several months ago 
ahead, but the little fellow cannot do that. 

Mr. Mutter. The big fellow can cut you out of the competition 
that way and carry on for a while. I wondered if anybody similiar 
in size to your organization was selling under ceiling. 

Mr. Keeney. Not that I know of. I have read that American 
Woolen has sold on military contracts. 

Mr. Mutter. If they can afford to grab off all the business, that is 
good for them. They can afford to dothat. You men cannot. 

Mr. Burron. Thank you very much. 

Next we will be very glad to hear from Mr. Patricelli of the Auto 
Tire Co., Inc. May I ask you—and I am going to ask this of all from 
now on—to be just as brief as you possibly can. We want to hear 
you, but time is running out on us. 


STATEMENT OF A. PATRICELLI, AUTO TIRE CO., INC., 
HARTFORD, CONN. 


Mr. Parricetst. I have a threefold problem. I talked with Mr. 
Seely-Brown, and he suggested I appear before the committee. 
Our msg oe has been in business for 41 years. We have an 


acute problem here in Hartford. We are not frustrated by the lack 
of tires or the allocation of material as much as we are by the dread- 
ful condition of labor allocation. We are competing with huge de- 
fense plants. We lose an average of three men a week to the various 
defense plants in this area. That means a rapid turn-over. It means 
loss of time in training a man for the job. It means a continuous 
deterioration in production costs, which hurts the company. 

Even if, let us say, we were in a position to compete with the large 
defense plants pricewise, the Wage Stabilization Board order re- 
stricts our increase to 10 percent, effective January 1950, to the pres- 
ent date, and it throws us out of that picture. Even if we were to be 
relieved from the 10-percent wage increase, we still would not be able 
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to remain in the picture profitwise inasmuch as our inventory is lim- 
ited to 30 days by the latest NPA order, section 16. That immediate- 
ly reduces the possibility of increased sales volume, reduces the 
possibility of increasing sales volume and immediately reduces our 
profit picture. 

It is a three-way squeeze. How do we get out of the squeeze play ? 

Mr. SaptaK. How many employees do you have? 

Mr. Parricetst. Fifty-three. 

Mr. Sapiak. Do you employ any women / 

Mr. Parricettt. Only in the office. 

Mr. SapiaKk. Have you discussed your problem with anybody prior 
to coming here today? How about the Department of Labor of the 
State of Connecticut or the employment office ¢ 

Mr. Parricenit. It has been discussed informally by the company 
lawyer in conjunction with the union agent, which is held within the 
bounds of the 10-percent wage increase. 

Mr. SapiaK. How about materials for your work? Are you able 
to get your materials all right ? 

Mr. Parricettr. We have no problems in materials, none whatso- 
ever. 

Mr. Burron. How would you suggest that this committee or the 
agencies can be helpful in a problem of this kind ¢ 

Mr. Parricecu. I think this is Nation-wide. It is not peculiar to 
this area. In that light, 1 would say there must be some allocation 
of labor as there was, I believe, in World War II. 

Mr. Burton. You would not suggest that we attempt to control 
labor? That has always been an open market and can well continue. 

Mr. Parricertr. We do not know, how the international situation 
is going tobe. We do not forecast it. But it definitely looks as though 
there must be some move to protect the small-business man from 
being raided by the large industries. They are certainly doing that 
inthisarea. It happens every day. 

Mr. Muvrer. I think in World War II what we did was to freeze 
men in the jobs they held, but even then they could make application 
to move on to other jobs. I don’t think you would seriously suggest 
that at this time we ought to freeze labor into the jobs they held or 
prevent them from moving around from job to job. 

Mr. Parricetur. No, sir. I would say it might be something to 
keep in mind, however. 

Mr. Burron. That would be a last resort. We wouldn't attempt 
anything of that kind unless absolutely necessary. 

Mr. Parricecsi. I would hate to see that happen, sir. 

Mr. Mvucrer. In the event of an all-out war we have to go all-out 
to win it as fast as we can. 

Mr. Parricensi. That is right, but it is a problem competing labor- 
wise with big industry. It is really a rather dreadful problem. We 
just cannot do it. 

Mr. Sapitax. How do your wage rates compare with Pratt & 
Whitney? 

Mr. Parricest. I would say there is hardly any comparison. They 
are entirely in another bracket. 

Mr. Muvrer. Much higher? 

Mr. Parricetu. Yes. 
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Mr. Sapiax. Your problem is not peculiar to yourself. It is pe- 
culiar to all the other businesses around here. Stores tell me they 
have difficulty keeping salesmen and saleswomen because they can 
make more money at Pratt & Whitney. — - 

Mr. Parricetss. Yes. I believe this is a general condition which 
is hurting this area and hurting the small-business men. I am not 
only speaking for myself. 

Mr. Sapiak. I think your problem IS at proper one and, in order tu 
bring that notice to the committee, particularly to the men who are 
going around the country and are not as intimately and as closely 
familiar with the problem as you and I are right here in this area, I 
think they will find the same thing perhaps in Providence, maybe in 
Worcester. The same problem may not be as acute in areas where 
they do not have manufacturing of the type that we have here in 
this area. 

Mr. Parriceti1. When I said, Mr. Burton, to keep it in mind, I wish 
to give you a brief flash-back. During World War II our company 
was the prime contractor for recapping of tires for the Army in the 
New England area. Maybe—we do not know—we will be in that 
position again. Who can tell? In that case, ours will be directly, 
I believe, a defense plant, but where shall we get our labor ¢ 

Mr. Burron. You are asking that question of us ¢ 

Mr. Parricetsi. T am presenting our problem in all sincerity. 

Mr. Burron. I appreciate your problem, but there are other values 
to be considered. 

Mr. Muurer. Maybe what you ought to do is merge with Tires, Ine. 
Mr. Anderson has men, but has no material; you have material, but 
no men, and you are both in the same business. 

Mr. Parricetit. We pride ourselves on being an independent com- 
pany. We have been in operation for 41 years successfully, so far. 
That is my statement. 

Mr. Burron. Thank you. 

Are there any further questions? 

(No response. ) 

Mr. Burron. Next we have Mr. Ryder, Ryd-d-ers Products Co., 
Hartford, Conn. 


STATEMENT OF RICHARD RYDER, RYD-D-ERS PRODUCTS CO., 
HARTFORD, CONN. 


Mr. Ryper. We run a small chemical business, serving perhaps 180 
jobbers throughout the New England States. We find that we are 
in the middle on some of our products due to the fact that, when prices 
were rolled back, they were rolled back to January 26. We expected 
them to be rolled back to June. We did not raise our prices along 
with a lot of other concerns that raised their prices between June 
and, we will say, January 26. Consequently, we are in the middle. 

I called up a Mr. Goggins of the Price Stabilization Board in Bos- 
ton and he had me write him a letter confirming our conversation, 
and he finally turned me over to Mr. Kelly, of the Price Stabilization 
Board in Hartford. I took the matter up with Mr. Kelly and gave 
him a copy of the letter that we wrote to Mr. Goggins, and he finally 
turned me over toa Mr. Burdick. 
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On contacting Mr. Burdick several times since, we found out that 
Mr. Burdick could not do anything for us, that we have to take it up 
with Washington. 

So a little bird came along and told me to write a letter to Mr. Eddy 
of the Fats and Oil Division. We wrote a letter to him and we 
haven’t heard from him. 

Mr. Sapiak. It is dated April 19, 1951. He probably hasn’t re- 
ceived it yet. 

Mr. Ryper. I heard the Board was coming here and I figured I 
would bring a copy of the letter here and see what else we have to do. 

The price of raw soap—take that for one product—has gone up 
from 9% per pound to 19 cents per pound. That is pretty nearly a 
100-percent increase. 

Glycerin we bought for 41 cents a pound prior to the increase, and 
now it is 6514 cents. Every other product goes into the finished prod- 
uct of hand soap has increased from 15 to 35 percent on, and up. 

We supply this soap to around 180 jobbers in New England. We 
supply quite a few factories, garages, and gas stations. 

r. SaptaK. Do you have contracts for the sale of your soap? 

Mr. Ryver. No; we just sell it. 

Mr. Sapiak. Have you sold it to these people you mentioned on a 
yearly contract ¢ 

Mr. Ryper. We have been selling it for many years, 15, 20 years. 
We are asking for a 15-percent increase. We can get away with the 
15-percent increase. 

Mr. Burron. You can sell it at that increase if you had the au- 
thority ¢ 

Mr. Ryver. That is right. 

Mr. Burron. Unfortunately, the representative of OPS is not here, 
unless local men are here. 

Mr. Doyrte. I am here. 

Mr. Burron. What is your name? 

Mr. Dortx. Edward Doyle. 

Mr. Burton. Would you care to take this question on? 

Mr. Dorie. This is a very common situation and it is recognized 
by Washington. We received an interpretation which clearly recites 
situations of this kind and other situations. On the local level there 
is not much we can do, but it has been brought to Washington’s at- 
tention, and I believe Mr. McCormick would be the proper party to 
contact. 

Mr. Burton. In the event Mr. McCormick does not get back before 
the hearing ends, would you be good enough to put him in touch 
with Mr. Ryder. He probably can answer your individual question. 

Mr. Mutrer. What is your position, Mr. Doyle? 

Mr. Dorie. Edward Doyle. I am the State price counsel. 

Mr. Mutter. Isn’t this a case where he should file with the local 
office in Hartford for hardship relief ? 

Mr. Ryper. We have done that. 

Mr. Mutter. What happened? How long ago did you file it? 

Mr. Ryper. Maybe a month or 6 weeks. It was Bed with Mr. 
Goggins of Boston first. He referred us to Mr. Kelly of Hartford. 
Then I was referred to Mr. Burdick. 

Mr. Murer. Was the application filed with the OPS office in Wash- 
ington and in Hartford, for relief? 








~ 








SMALL BUSINESS AND THE NATIONAL EMERGENCY 1595 


Mr. Ryver. No. 

Mr. Mutter. This gentleman should have his petition for relief 
presented here in Hartford and have it processed as fast as possible. 
As of this moment the local office can process it and send it on with 
a recommendation to Washington. Eventually, I hope we will get 
each region operating on its own so that they can receive your petition 
and act on it. I think you should get your petition filed with the 
local office, and this gentleman can follow through on it and send a 
report to this committee on this application, and you might also try 
to find out what happened to the Boston application. 

Mr. Burton. Thank you very much. 

(The letter sent by Ryd-d-ers Products Co., Hartford, Conn., to 
Mr. Nelson H. Eddy, Chief, Fats and Oils Division, Branch Office of 
Price Stabilization, Washington, D. C., dated April 19, 1951, follows :) 

Dear Siz: We are writing you in the hope that you may be in a position to 
help us get some relief on the price of our hand soap. 

We purchased soap chips from Swift & Co., and Colgate-Palmolive-Peet Co. 
last year at 9% per pound. We usually purchase enough to last us for a few 
months. Our last purchase was in October of 1950. Since that time the price 
of soap chips has increased to $0.19 per pound. 

We were under the impression that if and when the prices were rolled back, 
they would be rolled back to June 1950, and we find that prices have been 
set on soap chips at $0.19, therefore we are in the middle and cannot operate 
at a profit unless we can get a roll-back, or authority to increase our prices at 


least 15 percent. 

We use soap chips in the processing of our mechanics hand soap which as you 
know is a very essential product in keeping the wheels of industry going. We 
have taken this matter up with Mr. William J. Goggins of the Boston office of 
the Price Stabilization Board, who in turn referred us to a Mr. Kelley of the 
Hartford office, who turned us over to a Mr. Burdick, who cannot do anything 


for us. 
We need some help if we expect to stay in business, and will appreciate any- 


thing you can do to help us. 
Mr. Burton. Our next witness will be Mr. Blood, of the Warehouse 
Point Co., Warehouse Point, Conn. 


STATEMENT OF T. J. BLOOD, THE WAREHOUSE POINT CO., 
WAREHOUSE POINT, CONN. 


Mr. Broop. I turned over 10 copies of my statement to Mr. Seely- 
Brown. Rather than read my prepared statement, I am going to 
briefly touch on the salient points, to cut this down to a bare minimum. 

At the present time we operate a warehousing packaging and dis- 
tribution operation at Montville, Conn., as well as a metal fabricating 
plant at Warehouse Point, Conn., and Grant Park, Til. 

We have approximately 160,000 square feet of floor space, fully 
equipped. Although we have gone through the ramifications of filling 
out innumerable forms, reading all the pamphlets issued by the De- 
partment of Commerce, from local organizations and the national 
agencies, we have not been able to, for some reason, get ourselves in 
a position to be informed of pending contracts. Probably it is due 
to the lack of knowledge on our part rather than failure on the part 
of any of the agencies, but we have chased all over, from Washington 
to Chicago to Springfield to New York and various other points in 
between, visiting with the various agencies on things that we felt we 
could do, and in each case we have had a form to fill out, and mail 
this, which we did. 
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In some instances we have been promised a review of our facilities 
and our capabilities on the basis of being certified, but to date we are 
not on the mailing list of any agency, so far as we know, because the 
only way we can get any information on an open bid is to take it off a 
big. long manifest. And that is too late. By the time we get to 
apply, the closing date is there. 

I would like to find out today, if I can, or through the mail in the 
near future, just how we do go about becoming a war plant. I am 
referring to any one of our three plants or any portion of our three 
plants. How can we get on the mailing lists of the various agencies 
for the requirements, so we can have the privilege of getting these 
invitations to bid. 

Furthermore, how can we be notified on negotiations ¢ 

Mr. Burron. We will ask the Department of Defense to give you 
an answer to that question. 

Major Waarron. Mr. Chairman, the first step in becoming a plant, 
a so-called defense plant, or under contract to one of the Government 
agencies, is to be listed with the purchasing and contracting officer of 
that agency. 

If vou are close to that agency, go and talk tothem. Take with you 
a full deseription of your facilities, because it is quite true they are 
interested in what you have in order to be able to sell them what you 
wish to sell. If you have a brochure of some sort, take it along. 
Take pictures of your plant, what vou have done in the past; if you 
have had contracts during this past war, a list of those contracts that 
you have been able to ‘successfully complete. That will be very 
important, because that in itself is proof that you are able to do what 
you say you can do. 

Don't under any circumstances, walk into that agency and say, “I 
have a big plant. I have so much floor space. I can do anything,” 
because the purchasing agent won't be interested at all. He doesn't 
care if you can do anything. He wants to know exactly what you can 
do for him. ‘That is unfortunate in many instances, because you may 
not be sure what you can do for him, but you yourself must determine 
what you can sell to that Government agency. 

I don't care whether he is a defense agency or whether he is one 
of the civilian purchasing agencies for some of the civilian depart- 
ments. They are going to want to know the same thing, what you 
have, what you can supply them with, what your capabilities are and 
what your capacities for work and production are. 

Are you listed with those purchasing agents! Have you ever had 
an Cae from any of them? 

. Bioop. We have filled out at least 25 questionnaires and forms 
oe . various kinds, with each of the agencies with which we tried to do 
business. 

Major Wuarron. What defense agencies, sir ¢ 

Mr. yo New York Ordnance, Frankford Arsenal, Springfield 
Arsenal, Navy procurement of New York. I cannot remember them 
all. We have a list of all of them. In many cases they said, “You 
have to be certified by the Munitions Board. “We will send somebody 
to your plant to look over what you have and make a full report.” 
But nobody ever shows up. 

Major Wnaarron. It is all very well and good to be certified by the 
Munitions Board, but, as I said earlier here today, that does not mean 
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you are going to get a contract. Being certified by the Munitions 
Board means this: You are certified as an agency which is capable of 
doing certain things in case of all-out war production or mobiliza- 
tion. You would be considered in the event we have to have an all-out 
production for a war situation, which would again approach the last 
war, or it might even be worse, we do not know what we might come to. 

At present we do not anticipate in the immediate future that type of 
all-out production, but neither did we anticipate in 1941 or 1942. 

I would appreciate if you would give me a list of those defense 
agencies, 

Mr. Datmas. I would like to address this question to Major Whar- 
ton. Isn't it a fact that one of the great difficulties which small busi- 
ness today is due to the fact that the industrial-mobilization plan 
is not geared to current procurement activities / 

Major Wuarron. I believe, sir, that has been a common agreement ; 
however, that was for all-out planning and that is not yet applicable 
to the present situation. It is the attempt of the Munitions Board, 
through the Small Business Office, to make the two tie together, and 
the reason the Small Business Office was set up was that we could serve 
just such people as you and get you in contact with the agencies which 
you need to do business with. 

We could find out whether vou are listed with those agencies. We 
can also ask them why you have never received invitations to bid. 

Mr. Damas. Just for the record, I would like to pursue that 
question of mine one step further; namely, is the Department of 
Defense now considering coordinating the industrial-mobilization 
plan with present procurement activities ¢ 

Major Wuarroxn. Mr. Dalmas, I am not on a top staff level. unfor- 
tunately. I am one of the working people of the Munitions Board. 
I am not in any position to state what the Munitions Board or the 
Department of Defense are working on, other than what I have read 
in the newspapers. 

Mr. Datmas. I didn’t mean to ask you an unfair question, but I 
wanted the record to show that the committee has been very much 
interested in that phase of procurement activities by the Department 
of Defense. 

Major Wuarron. We are, too, and, as I say, our office is set up for 
that very expressed purpose. We are supposed to be the working 
liaison in order to tie together the industrial-mobilization plans and 
the actual working end of defense procurement. What the over-all 
picture is, 1 do not know and, if I knew, I would not be free to state. 
I am sorry to say that I am not at such a level that I can answer that. 

Mr. Mvvrer. Who was it that told you you should be cleared by 
the Munitions Board? 

Mr. Buoop. I cannot tell you the name of the individual, 

Mr. Muurer. Can you get it? 

Mr. Bioop. It was the New York Ordnance Department. 

Mr. Mourer. Will you get the name of the individual who gave you 
that information ? 

Mr. Broop. He promised that an inspector from Boston Navy Yard, 
or somewhere in Boston, would be down to look the plant over. 

Mr. Muvrer. Together with a list of the agencies that you will 
supply to Major Wharton where you are qualified, tell her who in 
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New York Ordnance or wherever it was told you that your plant 
must be cleared by the Munitions Board in order to be a qualified 
bidder. Then, Major Wharton, will you supply the information to 
the committee why that information was given to him and why he is 
not getting the invitations to bid. Whatever the answer may be, will 
you get it to the committee ? 

Major Wuarton. Yes; I will give it to you. 

Colonel Tuomas. There is a possibility that the gentleman has not 
yet been contacted because we are on a limited mobilization basis and 
they have not enough inspectors to get around, and there has not been 
enough work for what you indicated you can do. But we will look 
it up and look into it. 

Mr. Mutrer. It is my information that he should have been able 
to qualify in that local office and be invited to qualify and bid or 
negotiate without being told he would have to have his plant investi- 
gated by the Munitions Board, which is for a different pu ‘ 

Mr. Gisson. I am George Gibson, from the local NPA, and I wonder 
if I might ask Mr. Blood: You say you are in the warehouse-distrib- 
uting business in one place and in the metal-fabricating business in 
another. Is the metal fabricating at Montville? 

Mr. Bioop. No; at Warehouse Point. 

Mr. Gisson. Following Major Wharton’s suggestion, which we have 
found out has worked excellently here, I would suggest you contact 
Mr. Gibbs at the Springfield Ordnance and, if you F ny ol. a brochure 
such as the major os suggested, if you will take that to him, he will 
not only tell you what contracts he ee available, but he will also see 
that you get on that Munitions Board list, so that later, if there are 
aided contracts, he will have you considered very definitely at 
that time. 

Then, may I suggest, too, Mr. Blood—and I think that this cannot 
be stressed too ae there is this display at the Massachusetts 
State Armory on Commonwealth Avenue. That is right near Braves 
Field. If you are going to Boston, that is where it is located. The 
prime and subcontractors in that area are going to display certain 
items they have had difficulty in placing. If you see any items there, 
I am sure they will be happy to talk to you. 

Major Wuartron. What is that address? 

Mr. Gipson. 880 Commonwealth Avenue. It is the Massachusetts 
State Armory. It is right at the entrance to Braves Field. The dates 
are May 15, 16, 17, and 18. 

We know there are contracts available here because we had*one 
man come in with tears in his eyes the other day. Being in the 
costume jewelry, he could get neither material nor could he get con- 
tracts to work with, but we were fortunate in being able to line up, 
before he left—being in the costume-jewelry business he had some very 
skilled soldering people and people of that kind—believe it or not, the 
same day, before he left, we had arranged so that he would get a half- 
million rifles on which to braze the front sights. Of course, he went 
out very happy about it. 

I am sure you will find Mr. Gibbs at Springfield Ordnance very 
cooperative. ; 

Mr. Bioop. What is your address? 
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Mr. Grsson. I am in the Post Office Building, and. we will be happy 
to see you, or any of the others. 

Mr. Bioop. What department ? 

Mr. Gisson. United States Department of Commerce. 

Mr. Sapitak. What is that room number? 

Mr. Moutrer. Leave a copy of that statement, and we will make it 
part of the record. 

Major Wuarron. Would you be sure to list all the agencies you 
have contacted for me? 

Mr. Murer. Mr. Leo McCormick, while you were out getting 
other information for us, we had two men present problems. Have 
you received those statements ? 

Mr. Leo McCormick. I have the three, and I expect to talk to them. 

Mr. Murer. Have you a report on some of the things that you 
have done today ? 

Mr. Leo McCormick. Yes. 

Briefly, regarding the steel black market, the folks I talked to were, 
to a degree, helpful this morning. 

The second thing I would like to make clear is that they point out 
very clearly that there are situations where steel is being offered at 
extremely high prices, legitimately, because those prices happen to be 
charged as high prices in the freeze period. Nevertheless, we are care- 
fully analyzing all situations where these high prices are being of- 
fered. They were very helpful. 

The other matter regards Mr. Ford. He is the manufacturer of 
steel toys. The problem breaks down into three parts: He was 
caught in the squeeze of the general price regulation. The new manu- 
facturers’ regulation, which is approved and will be published tomor- 
row, will relieve him in that situation. As I understand it, he feels 
that he has a problem over and beyond that as far as production is 
concerned. But that is clear. 

The second part of his problem is his steel inventory on hand. He 
felt, if he priced that according to the regulation, he might violate 
the regulation because he cou not find a competitor, a close com- 
petitor, as defined by the regulation. I have the names of several 
competitors who are handling steel of the type he handles, and I will 
be glad to turn those over to him. He also can sell it to his closest 
published wholesale warehouse legitimately. So the steel can be 
moved out. It is not a problem. 

His third problem was on the liquidation of inventory in his com- 
pany. That also can be arranged by reference to Washington, and he 
is legally in the clear to go about and liquidate if he cares to. We 
certainly hope he doesn’t. 

I can turn him over on those last two questions to Mr. Samuel 
Ewing in the Steel Section in our office in Washington. 

I feel sure he is in the clear on that one. 

Mr. Chairman, on the matter of the worsted manufacturers, I 
talked to that group in the corridor at the beginning of the meeting 
this afternoon. Chairman Burton also showed interest in that. I 
am advised that an amendment has been prepared, is being submitted 
for approval today, and is expected to be approved by Friday, which 
will make more flexible the base period which has been set in regu- 
lation 18 and also will change the December 31 date line for car- 
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rying costs forward more realistically. People in Washington feel 
that that will be of material help and advantage to these worsted 


manufacturers. 

I will be glad to offer any further information on that. 

Mr. Multer, the other point is this: In Los Angeles, several weeks 
ago, a Mr. Miller, a small-business manufacturer, came in with testi- 
mony to the effect that he had read of this proposed manufacturers’ 
regulation and he felt that, as contemplated, it would materially harm 
many concerns such as himself. Subsequent conferences with him 
resulted in obtaining additional information which was sent to Wash- 
ington air mail. I am informed today that that additional informa- 
tion which he sent was used very vitally in the final writing of this 
regulation and it has worked out so as not only to relieve him but to 
relieve a great deal of small firms in his position. So, he has not only 
contributed to help himself but this new regulation will help others. 

Mr. Muvrer. Can you briefly tell us what the effect of that regula- 
tion is or how it will operate in arriving at whether a man shall be 
entitled to a mark-up or not or whether or not he will be able to in- 
crease his price ¢ 

Mr. McCormick. I would prefer not to until tomorrow when it is 
published, and I would like to get the interpretation from Washing- 


ton. 
Mr. Mcutrer. You haven’t had an opportunity to examine the other 


two statements that were made while you were out ? 


Mr. McCormick. No. 
(The statement submitted to the commitee by Mr. T. J. Blood, the 


Warehouse Point Co., Warehouse Point, Conn., follows :) 


I shall attempt to outline briefly the experience we have had to date. 

Our company has been established only about 74% years primarily for the 
packaging, warehousing, and distribution of merchandise on a contract basis. 
As we progressed, we found it expedient to develop further means of serving 
our customers, and therefore now operate at Montville, Conn., a complete sew- 
ing workroom for wool floor covering. 

At that plant we have approximately 110,000 square feet of floor space with 
modern materials, handling, and sewing equipment. 

Further along the line, we found it expedient to enter the manufacturing 
field and formed a solely owned new corporation known as the Airline Manu- 
facturing Co. of Connecticut for the purpose of producing various types of 
steel boxes and other metal-stamped items of various nature. This corpora- 
tion operates a plant at Warehouse Point, Conn., where we have 41,000 square 
feet of floor space and also a branch at Grant Park, IIL, where we have approxi- 
mately 8,000 square feet. Both of these plants are fully equipped with punch 
presses, brakes, welders, and other sundry equipment, including painting and 
finishing. 

These three plants represent a goodly investment in capital assets; and, 
therefore, very early in the Korea situation we recognized the need for estab- 
lishing ourselves in the rearmaments effort. 

By inquiry through various Government and local agencies, we obtained what 
information was available as to how to go about accomplishing our purpose. 

In addition to filling out innumerable forms received from various branches 
of the armed services, personal visits were made to the majority of.the pro- 
curement offices. Several promises have been made to us by these various 
agencies to: 

1. Have your plants gone over and investigated for the purpose of establish- 
ing us as a source for either prime or subcontracts. 

2. Place us on the mailing list to receive notices of pending contracts.. 

To the best of my knowledge the only results to date are that we have spas- 
modically received information in manifest form showing pending contracts 
which, after careful scrutiny, have enabled us on occasion to write the agency 
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and request an invitation to bid. In some instances the reply had been prompt. 
In others, we have received another form asking for detailed information about 
our operation. But for the most part by the time we receive information that a 
need prevails for something that we can make, the time is too short for us to 
do anything about it. 

As for negotiated contracts, we have been unable to find out how to go about 
obtaining information so that we may have the privilege of entering a bid. 

In the meantime, material shortages are becoming daily more serious in all 
operations. 

Insofar as our retail fabricating operations are concerned, we have many 
offers of gray and black market materials. However, the price freeze does not 
permit us to pay high premium for materials, and we would have to pass the 
increased costs on the customer. 

Hence in summary, we have one completely equipped fabricating plant for 
wool floor covering or other kinds of fabric as well as a modern warehousing 
and packaging operation and two completely equipped metal fabricating plants 
all of which will have to close eventually unless we can obtain more accurate 
information on how to participate in the war effort as obviously materials that 
we can afford are going to become even scarcer as time goes on. 

It is our recommendations that 

1. Some means be devised whereby concise accurate information be made 


available as to how to become established as a source of supply. 
» 


2. This information be kept up to date so that small business may be fully 
informed at all times. 


” 


3. If the controlled-materials plan must go into effect that it covers all indus- 
tries rather than only those engaged in the war effort. 

Mr. Mvtrer. The next witness is Mr. Thomas J. Reardon, Hart- 
ford, Conn. 

Mr. McCormick. There is one other point. You will remember 
Mr. Hills, the packer who was here. Carroll E. Hills told us about 
his line of high-priced fruits and vegetables. I find, after a lengthy 
discussion with him, that he really has a problem as the regulations 
now stand. His problem stems from how the regulation affects the 
retailer as far as his high-price line is concerned. The regulation 
fits the retailers all right, but not when his line comes into it. 

I talked with the folks in that division in Washington and I find 
that an amendment has been prepared and will be approved and pub- 
lished on April 30 or before that, setting up a special category which 
will completely relieve procedures’on these exclusive lines and protect 
the retailer. 

His problem is solved, and we will notify him at once. 

Mr. Mutrer. Thank you very much. The next witness is Thomas 
J. Reardon. 


STATEMENT OF THOMAS J. REARDON, HARTFORD, CONN. 


Mr. Rearpon. I am a citizen of Hartford, Conn. 

Mr. Muurer. What is your business, sir? 

Mr. Rearpon. I might say that I am an expert witness on the ques- 
tion of inflation, the difference between good and evil inflation. 

Mr. Murer. Are you in business, sir ¢ 

Mr. Rearvon. I am retired, 

Mr. Mutter. This committee would like to devote its attention to 
the problems of small business and try to help them as much as we 
can. If you have a specific problem, we would be very happy to 
have you state it to us. 

Mr. Rearvon. I want to bring this point to you. It is germane to 
the problem before you because it is in the common defense of the 
United States and the solvency of the United States. 


86267—51—pt. 2 26 
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All this condition that we are in today stems from an error and all 
the evil inflation—and I qualify “evil” inflation—that destroyed the 
economy of this Nation in 1929, we are just now reaching another 
explosive point by reason of the spiral of need and greed resulting in 
ay increases and the method that you are using to solve the prob- 

em is not going to stabilize the economy of this Nation. You have it 
here. You are trying to solve a problem of a person who is caught 
in a vise because of the fallacy of the principle that you are going on. 

Let’s get down to getting at the solution of defending the economy 
of the United States from evil inflation that has reached a point 
almost of explosion. When that comes, all the things you have done 
to stabilize will have fallen by the wayside. That is what you want 
to do. I understand that some of the members of the committee are 
also members of the Senate Banking and Currency Committee. 

Mr. Mutter. None of us have been promoted to the Senate yet. 

Mr. Rearpon. I mean of the House committee. 

That problem is going to come to you there. This spiral of need 
and greed has caused the condition that is in the Nation today. While 
you are here to treat with the businessman and small business and at- 
tempt to adjust it, the masses of the pour are in that vise. So all 
these adjustments are going to eventually reach their pocketbooks. 

Then you come for taxation and with the capital expenditures and 
capital expenses and debt of this Nation, you are handing down to the 
youth of the future a tax annuity policy. 

Let’s get at the bottom of this. Let’s get at the cause. All your 
efforts will be lost if you do not get at the cause. 

Mr. Murer. We realize the cause. What is the solution? 

Mr. Rearvon. If you realize the cause, I say I am an expert wit- 
ness to the fact and I can prove the fact, just as you would in a court 
of law. 

Mr. Mutrer. What is your proposed solution to the problem ? 

Mr. Rearvon. First, correct the error in your Federal Reserve bank, 
in the method of evaluation. They were the great contributors to 
the credit of this Nation being involved in speculation prior to 1929 
that destroyed the economy. That brings about all your economic 
misery today because you have never become solvent since. You have 
only accumulated debts by Government enterprise entering private 
enterprise. Now you are going further, so you have to wait until 
the morning to get a directive from the Government to know how you 
will direct private enterprise. Those getting those directives are no 
— qualified to give vias to private enterprise than a 5-year-old 
child. 

That is the pitiful condition that the United States is in today 
from an economic standpoint. Let’s get at that. That is what we 
want a correction of. We have had three committees come into Hart- 
ford. This is one. We had another to get labor and management to 
get together to solve a problem. Labor and management weren’t the 
guilty parties at all. Then some years ago we had another com- 
mittee here to stabilize prices. 

If you had taken the proper stand then on stopping price in- 
creases across the board, you would not be dealing with this situa- 
tion today. 
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I thank you. 

Mr. Motrer. Thank you very much, Mr. Reardon. 

Mr. Burton. Are there any other witnesses to be heard ? 

We have statements from New Britain Die Casting Corp., East 
Berlin, Conn.; the Hobson & Botts Co., Danbury, Conn.; and Tatem 
Manufacturing Co., Eastford, Conn. 

Those will be made a part of the record. 

(The statements of the New Britain Die Casting Corp., East Berlin, 
Conn. ; the Hobson & Botts Co., Danbury, Conn.; and Tatem Manu- 
facturing Co., Eastford, Conn., are as follows:) 


New Britain Dre Castine Corp., 
East Berlin, Conn., April 23, 1951. 
SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 
(Attention : Horace Seely-Brown, Jr.) 

HONORABLE REPRESENTATIVE: In reference to your special memorandum to 
Connecticut manufacturers, we take the pleasure of writing this testimony to 
you in hope that you will take it into consideration and try to help us with 
our problems: 

We have the following problems: 

1. Because of the shortage of zinc we cannot take on any new die-casting work 
for civilian use. 

2. Because we were cut to 50 percent of the zinc we consumed in the past, we 
can only produce 50 percent of the amount of work we did in the past; there- 
fore we have the very serious problem of closing our factory. 

3. Up to the present time we were unable to obtain any prime contracts or 
subcontracts for defense work. 

We have modern zinc die-casting machines which can die-cast pieces up to 
16 ounces in weight, and presses which are practically standing idle at the 
present time. 

Gentlemen, the die-casting field in this territory is not by any means crowded 
and it is imperative that we obtain prime contracts or subcontracts for defense 
work or be allotted more zinc for civilian use, otherwise we will be forced to 
close our factory which has been in business since 1946. 

Very truly yours, 
M. R. Duxsa, Vice President. 


THE Horson & Borts Co., 
Danbury, Conn., April 23, 1951. 
Horace See_y-Brown, Jr., M. C., 
Select Committee on Small Business, 
Hartford, Conn. 

Dear Str: We, the Hobson & Botts Co., have been manufacturers of flatware 
for 30 years, solely stainless steel for 7 years, employing approximately 50 people. 
Now under Government regulation M—47, we are compelled to cut back on produc- 
tion approximately 48 percent less than the first quarter of this year. This, as you 
may readily see, brings a great hardship to our plant. Under this order, it wouid 
be impossible to maintain our present price ceiling, ér to continue operating at 
all. 

Some of the employees we have taken years to train, we will be forced to lay 
off, if not given assistance from this Government order M-—47. 

The amount of steel involved to keep us operating a normal 40-hour shift per 
week is only the small amount of 15 tons per month above what we are allowed 
under Government regulation M—47. 

We sincerely hope this assistance will be forthcoming. 

Very truly yours, 
W. B. Hogson. 
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STATEMENT oF K. W. WALKER, TREASURER, TATEM MANUFACTURING ('o., EaSTFORD, 
CONN. 


We are alarmed at the latest proposal which the Office of Price Stabilization is 


considering placing on the manufacturing. 

It is our understanding that all manufacturers’ prices would be rolled back to 
pre-Korea days, allowing only direct material and labor costs. If this plan should 
be adopted what will happen to the high-cost inventories ; what about the cost of 
increased overhead which all government controls require; what about the tre 
mendous tax burden which will have to be met in the months to come by the 


manufacturer? 
If a manufacturer has to suffer a loss on a high-priced inventory, plus having 


to assume a burdensome tax, plus an increased overhead, plus his obligations 
created by an expansion program ; we ask you, where will he find himself? 

We are a small manufacturer with a complement of approximately 50 employees. 

In 1945 we established a new plant in a section of the country where our type 
of business was entirely new to the population. It was necessary to educate the 
employees in the manufacture of our particular type of merchandise, with the 
result of operating at a loss during the past 5 years. 

Fortunately we are beginning to get this plant on a paying basis by developing 
the sales of our product in the vicinity of this plant to the point of consuming 
enough production to carry the overhead. 

There is a great deal of talk going on in Washington that profits will be based 
on a period between 1946 and 1949. This will place us at a disadvantage because 
of the loss each year in developing our new manufacturing unit. 

It has been our desire to establish a pension plan for our employees but have 
been unable to do so up until now. Therefore it looks as thouch our employees 
will be penalized as well 

Our opinion is that waste and nonessential projects should be eliminated in the 
Government. Ease up on the paper work for the manufacturer. Analyze a busi 
ness, setting up a reasonable return for the stockholders, a fair return to the 
management comparable to their responsibility, and a fair and reasonable return 


for the employees 

You might be interested to know that our concern was classified as a war plant 
during World War II and now are gradually getting into the same classification. 

We hope that our thonghts may be considered to be in the spirit of cooperation. 

Mr. Burron. I take it there are no further witnesses to be heard 
today. We would like to hear from any of the Government agencies 
that have not been heard from. Have you any further remarks you 
wish to make ? 

Mr. Forp. My name is Ford. I was a witness earlier. I would 
like to say I had a very interesting talk with Mr. MeCormick and 
it was a very gratifying talk in the sense that I discovered what a cap- 
able individual is at the right hand of the Price Administrator in 
Washington. While I would feel personally a little hesitant to put 
the liberal interpretation on the executive order that I have received, 
it shows the progressive thinking of the department and is very 
helpful. | 

I want to thank you very much. 

Mr. Burron. Very fine. Weare glad to have that statement. 

Mr. Seery-Brown. At this time I would like to submit for the 
record letters received from the following: Arthur S. Brown, presi- 
dent, Acragage Co., Milford, Conn.: W. F. Forres, Brass Goods Man. 
ufacturing Co., Deep River, Conn.; L. Brodwell, president, the Hum- 
phrey Manufacturing Co., New Britain, Conn.; C. M. Paetsch, vice 
president, Rilling Co., Bridgeport, Conn.; Thomas I. 8. Boak, presi- 
dent, the Plume & Atwood Manufacturing Co., Waterbury, Conn. : 
Mr. John C. Manning, Trio Industries, Inc., Bridgeport, Conn. ;-T. J. 
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Blood, the Warehouse Point Co., Warehouse Point, Conn.; George J. 
Thomas, president, Thomas Woolen Mills, Inc., Fabyan, Conn.; R. T. 
Blakesley, president, the Skat Co., Hartford, Conn.; Orton P. Camp, 
the Platt Bros. & Co., Waterbury, Conn. 
Mr. Burron. Without objection they shall be included in the record. 
( The letters referred to are as follows:) 
ACRAGAGE Co., 
Milford, Conn., April 19, 1951. 
Hon. Horace Srecy-Brown, Jr., 
Select Committee on Small Business, House of Representatives of the United 
States, Washington, D. C. 

Dear Str: Thank you for your invitation to attend the meeting of the Small 
Business Committee on April 283 in Hartford. Other appointments make it im- 
possible for me to attend, but I enclose a copy of a letter written today to Mr. 
Howard Pringle of the Technical Scientific Supplies Division, S01 East Street, 
Washington, D. C., which outlines the major problems facing small business in 
the instrument industry. 

I would appreciate it if you would make this letter a part of the record of your 
April 23 meeting. 

Yours very truly, 
ACRAGAGE Co., 
ArTHuR 8. Brown, President. 


Aprit 19, 1951. 
Mr. Howarp PRINGLE, 
Technical Scientific Supplies Dirision, 
Washington, D. C. 

Dear Mr. PRINGLE: Can you give us any assistance in suggesting solutions to 
the following problems. 

1. As you know, excepting for maintenance priorities which have recently been 
allowed, all priority business stems from the atomic plants, the Navy, and the 
Air Force. This means that no manufacturer carrying on a commercial business 
of any sort is able to secure priorities to cover his entire producfion. As a 
pressure-gage manufacturer, our major markets are the petroleum industry, the 
chemical, and the power industries, none of which have any priority rating at the 
present time, excepting for maintenance supplies, 

Since our poundage or tonnage requirements are low on a comparative basis, 
this means that we are unable to secure many of the special sizes of critical 
materials we need, because such special sizes require a mill run, and the mill 
will not take an order without 100 percent priority. This priority is not available 
on a 100 percent basis for reasons outlined above. 

How do we secure urgently needed small quantities of critical materials where 
we have only partial priorities to apply? 

2. We have several orders on our books for the Air Corps calling for beryllium 
copper tubing. No substitute can be used. The Superior Tube Co. of Norris- 
town, Pa., the only present supplier of Bourbon tubing for these Air Corps 
gages, advises that beryllium copper is not available with or without priorities. 
How do we get beryllium copper tubing? 

3. The petroleum industry, we understand, will be given a priority of DO-48 
on July 1. We assure that the chemical and the power industries will follow 
along in due course. But such priorities will only apply to new business placed 
after the date that the priorities become effective. Since those industries are 
now eating up the stocks of critical materials from their suppliers which can 
only be replaced with priority, and since delivery with priority in certain cases 
runs 6 months or more, how is industry supposed to supply these industries 
curing the intervening 6 to 9 months period? 

Your help in answering these questions will be sincerely appreciated 

Yours truly, 
ACRAGAGE Co., 
ARTHUR S. Brown, President. 











1606 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


4 Brass Goops MANUFACTURING Co., 
Deep River, Conn., April 20, 1951. 
House SMALL Business COMMITTEE, . 

Hartford, Conn. 

GENTLEMEN : In response to your invitation, we respectfully submit the follow- 
ing testimony : 

Our company was organized in 1876 in Brooklyn, N. Y., moving to Deep River, 
Conn. in 1946, where we are now located. 

We normally employ between 125 and 150 production workers, but materia! 
restrictions and shortages have reduced our force to 68—which will be further 
reduced after April 30, due to NPA restrictions. 

Our ousiness consists of the stamping and forming of brass, copper, aluminum, 
steel, and zinc from which we make ice-bag rings, syringe bag shut-offs, garden 
sprays, sink strainers, faucet attachment plugs, bathroom sprays, steel kitchen 
bowls and numerous caps and closures for the cosmetic trade. 

The machinery and equipment used in the fabrication of all of these items 
ean readily be used, by slight conversion, to produce metal parts necessary in 
the preparedness program, as is evidenced by the following record of performance 
in World War II: 




















Quantity Dollar 
Article produced volume per 
per month month 
Prime contracts...| Rocket motor covers. ...................------ a ae 1, 320, 000 $132, 000 
TT RS eR AE aS 100, 000 97, 750 
Caliber .30 trater and A. P. cups fat fc acket)'_....._. 15, 000, 000 111, 111 
Caliber .45 tracer and A. P. cups (bullet wosentie hoo 25, 000, 000 520, 833 
Smoke signal cases - one abuewsil 100, 000 3, 400 
Subcontracts......| Caliber .50 tracer and A. P. cups... -_- hhh Aaheeatediometa 65, 500, 000 247, 444 
TE RI BT at RE rE > 125, 000 31, 562 
Monel ferrules ice bag covers-rings...._....- ER, BAL We 5, 000, 000 86, 000 
inn cietingiadignaticenimnigaiiaetile eqieiaatiaeis 500, 000 54, 500 
Smoke signal cases. .___..._- A De PIE al BES PK 100, 000 3, 400 
Tent-pole ferrules. Rae EEE MG FE 5, 420, 000 102, 000 





1 Tools still available. 


To date we have not succeeded in securing a prime contract and only a very 
few subcontracts. Our subcontracts total approximately $23,000. 

The system of placing contracts by the open-bid method does not help small 
business. When all contracts are subject to renegotiation and excess of normal 
profit allowance is returned to the Government by direction, a better system of 
negotiation should be devised to aid the small factories which do not have vast 
sales resources. 

Many of the bid proposals submitted by our company have either been rejected 
or ignored but we have never been advised as to action taken, even though we 
have gone to the expense of posting a bond with each proposal. 

We feel that after thorough investigation by this committee, a better system 
will be worked out to aid small business to maintain its operations and stay in 
business to continue paying taxes. 

Respectfully submitted. . 
Brass Goops MANUFACTURING Co., 
W. F. Torres. 


Tus HUMPHREY MANUFACTURING Co., 
New Britain, Conn., April 19, 1951. 
Hon. Horace Seery-Brown, Jr., 
Select Committee on Small Business, 
Hartford, Conn. 

My Dear Sm: Re your invitation. As I cannot attend, I enclose herewith this 
letter original and nine copies for your desirable purposes. 

Nickel: Use of this affects presently 40 people. Unobtainable from usual 
sources, we have endeavored since March 26 to obtain supply anywhere. This 
without success so far, though quoted price is $2.75 to $6 per pound. This business 





i 
2 
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is 42 years old, producing kitchen utensils required by every home, Government 
institutions, ete. 

Stainless steel : Long on order ; delivery delinquent since late March from usual 
source. Supplier unable to keep promises; can give us none this month. Stain- 
less attaches to nine-tenths of our shipments, thus we are practically non- 
existent without it. 

These two materials prevent operations on such deliveries. It is generally 
believed in viewing the subject, there is no prompt world war in the offing. Our 
Jabor long with us, many feel is penalized by application of restrictions not well 
founded. We beseech you to act for them and us in removing such restrictions 
as prevent our obtaining these two materials normally. In doing so for our- 
selves and our people, we know we speak for hundreds of thousands of other 
small makers, many of whom are not financially able to bear current hardships. 
Yes, we make this appeal in all sincerity, believing you are just as sincere in 
your desire to promote the best interests of so-called small business which in the 
aggregate is the largest business there is. 

Thanking you, 

Yours very truly, 
THE HuMPHREY MANUFACTURING Co., 
L. BorpweE Lt, President. 


RILuine Co., 
Bridgeport, Conn., April 23, 1951. 
Mr. Horace See_y-Brown, Jr., 
Select Committee on Small Business, 
House of Representatives of the United States. 


Dear Sire: As a relatively small business, employing approximately 100 people 
and doing a business of approximately 1,500,000 per year and since we are manu- 
facturers of appliances for the beauty trade which are of a nonessential char- 
acter, it would be very advisable that we have a defense contract. 

We have a plant of 60,000 square feet, an organization which is complete in 
all phases necessary to properly conduct a business and a financial condition 
that is outstanding for a company of our size. 

We ace willing to submit a competitive bid on items that are within our range 
of manufacture with regard to degree of difficulty and size of contract com- 
patible with our financial structure. However, due to the nature of our manu- 
facture, a listing of our machine facilities does not look too impressive. 

When a Government agency is approached to secure a prime contract the 
first essential, according to their procedure, is to review the facility list. If 
this list is inadequate, according to their judgment, our request is given no 
consideration. Naturally, a large corporation can present a complete facility 
list, however, this actually means nothing since they are using their facilities 
to produce consumer goods or their regular product. This inequality of equip- 
ment seems to be the prime measuring stick and it naturally places the small 
business at a terrific disadvantage. 

I feel that regulations should be established whereby a small company is 
given the opportunity to prove their ability to produce efficiently for the Gov- 
ernment. If their analysis of the job in question shows that their engineering 
and manufacturing and costing of the job are sound and fair and if they can 
prove that their financial position is adequate, this small company should have 
equal consideration with the larger company. 

Government agencies make it a practice to award contracts to large corpo- 
rations even though the product purchased is entirely foreign to their normal 
manufacture. It appears that they are buying the know-how and the stability 
of the large corporation only. I maintain that the same know-how and stability 
can be purchased in a small company and we should be treated in the same 
fashion with a contract in relation to the size of the company. 

I believe your committee is doing a fine job to remedy a very bad condition 
and I trust that your endeavors shall bring favorable results. 

Very truly yours, 
RItune Co., 





Vice President. 
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STATEMENT By THOMAs I. S. Boak, PRESIDENT, THE PLUME & ATWooD 
MANUFACTURING CO., WATERBURY, CONN. 


The Plume & Atwood Manufacturing Co., a Connecticut corporation, operates 
a brass rolling mill in the town of Thomaston and a factory for the fabrication 
of metal products in Waterbury, Conn. About 300 people are employed at 
Thomaston and 600 at Waterbury in ordinary times. Since 1869 the company 
has been doing business as part of the brass industry which has long been con- 
centrated in the Naugatuck Valley of Connecticut. 

As a small business we have the productive facilities and know-how to enable 
us to manufacture many intricate components of value to the defense effort. 

We desire to bring to your attention the serious situation facing over 300 of 
the men and women employed by our company due to amendment 1 to NPA 
Order M-12, part 29, Copper and Copper Base Alloys, 

This order, which prohibits the use of brass in a long list of products, will 
cause us to terminate the employment of all our employees working on pen 
caps, pencil parts, lipstick containers, and lipstick working parts. 

It is true that the order forbids the making of these articles only in non- 
ferrous metal. However, the materials which might be used as substitutes, 
namely, aluminum, steel, paper, and plastics, are also in short supply. In addi- 
tion, they are “ersatz.” The resulting product is not salable. No satisfactory 
substitute has been found for brass in manufacturing these products, in spite 
of past and continuing development to find something that would work. 

We are, of course, in accord with the policy of sacrificing for national defense. 
However, the amount of brass saved by sacrificing in lipstick containers will be 
small; the distress to the 300 men and women of Plume & Atwood who will lose 
their jobs because of the working of this amendment will be large. 

We respectfully request that you endeavor to have this amendment recon- 
sidered so as to permit the use of brass in lipstick containers, under its jewelry, 
gifts, and novelties classification. 

We have already directed this situation to the two United States Senators from 
Connecticut and to our district Congressmen and to the Congressman at Large. 
These gentiemen have offered us helpful suggestions and have taken our case to 
the National Production Authority. 

The NPA, however, offers only vague hopes that we may be able to secure 
enouch defense orders to fill the gap which has been created by the elimination 
of copper in lipstick containers. The NPA is dealing in theories; our employees 
are facing realities. 

We believe in helping ourselves. We are aggressively trying to get defense 
orders, but the results of our efforts are disheartening. 

Several months ago, in fact about 4 months ago, we set up an organization to 
endeavor to get defense orders. In the month of December over 40 calls were 
made on various procurement agencies, both in this State and the metropolitan 
districts of Chicago, Detroit, and Philadelphia. In January we redoubled our 
efforts to obtain business, and our representatives made more than 80 calls on 
procurement agencies, with no results whatsoever. 

We feel that our efforts in the past 3 months indicate that we are serious 
about endeavoring to get defense or Government business. Our best efforts are 
not getting it. Unless a real common-sense approach to this problem of spread- 
ing defense orders in areas where cutbacks on so-called critical materials are 
in effect is promptly reached, the situation locally is going to be serious, and 
mass unemployment is bound to occur in the Naugatuck Valley, including, and 
of vital concern to us, 300 men and women of the Plume & Atwood Manufac- 
turing Co. 


Trio INpustrnies, INC., 
Bridgeport 1, Conn., April 21, 1951. 
SeLect COMMITTEE ON SMALL BUSINESS: 

In accordance with the request made in letter from Horace Seely-Brown, Jr., 
M. C., regarding the meeting to be held at the Hotel Bond on April 23, we sub 
mit the following: 

We operate a small business employing approximately 100 persons. This repre- 
sents an investment of about $100,000 and the work we produce is closely related 
to the building industry. 

Our produets are custom-built windows, entrance doors and frames, spandrels, 
coping, counterscreens, wickets, check desks and several other requirements for 
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buildings such as office buildings, hospitals, banks and hotels, as well as other 
type structures, All of our products are constructed of metal, either aluminum, 
bronze, or stainless steel and occasionally nickel silver, all of which are under 
restrictions and cannot be used for civilian needs without a priority. 

Our plant in Bridgeport has an area of 26,000 square feet, all on one floor, with 
a railroad siding and a large parking area, as well as sheds for storage, and is 
ideally suited to certain types of defense production. 

Present indications are that we may be able to continue producing our regular 
types of products on a limited scale for buildings that have a DO priority and 
require these. The volume of business thus attained, however, will not be 
sufficient. 

Therefore, we must also branch out into defense production and, up until the 
present, our efforts in this direction have not been fruitful. 

To cite a few examples, on a job that is ideally suited to our facilities on which 
bids are being taken by the Corps of Engineers in Pittsburgh on April 50, there 
are approximately 50 bidders, which means that we have 1 chance in 50 of being 
the successful bidder. This work is a prime contract. In the matter of sub- 
contracts, we also find the competition to be very keen and the demands made 
by the prime contractors make no allowance for limited plant equipment. There 
seems to be reluctance on the part of those prime contractors to split up the work 
but rather they are placing orders only where they can get completely assembled 
units and they, furthermore, insist that their subcontractors have facilities to 
fabricate the complete assembly, not giving them the opportunity, in turn, to sub- 
let portions. This, naturally, limits the field for bidding on subcontracts. About 
the only other observation we can make is that until there is some stability in the 
matter of availability of metals instead of constant changing orders that are 
emanating from Washington, the small-business man, to sum it all up as we see 
it. must go along from day to day without knowing what lies ahead and with no 
relief in sight. 

In our case, when our present contracts for civilian needs are fulfilled, we may 
be faced with a very serious problem unless we can obtain commitments soon 
for defense work that will keep our operations going and, as we have a right to 
expect, on a profitable basis. 

JOHN C. MANNERY 


THE WAREHOUSE POINT Co., 
Warehouse Point, Conn., April 20, 1951. 
lo the Honorable Horace Seelu-Brown and Other Members of the House Small 
Business Committee: 

I shall attempt to outline briefly the experience we have had to date. 

Our company has been established only about 744 years, primarily for the 
packaging, warehousing, and distribution of merchandise on a contract basis. 
As we progressed we found it expedient to develop further means of serving our 
customers, and therefore now operate at Montville, Conn., a complete sewing 
workroom for wool floor covering. 

At that plant we have approximately 110,000 square feet of floor space, with 
modern materials, handling, and sewing equipment. 

Further along the line we found it expedient to enter the manufacturing field 
and formed a solely owned new corporation, known as the Airline Manufactur- 
ing Co. of Connecticut, for the purpose of producing various types of steel boxes 
and other metal stamped items of various nature. This corporation operates a 
plant at Warehouse Point, Conn., where we have 41,000 square feet of floor 
space, and also a branch at Grant Park, Ill, where we have approximately 8.000 
square feet. Both of these plants are fully equipped with punch presses, brakes, 
welders, and other sundry equipment, including painting and finishing. 

These three plants represent a goodly investment in capital asset, and there 
fore very early in the Korean situation we recognized the need for establishing 
ourselves in the rearmaments effort. 

By inquiry through various Government and local agencies we obtained what 
information was available as to how to go about accomplishing our purpose. 

In addition to filling out innumerable forms received from various branches 
of the armed services, personal visits were made to the majority of the procure- 
ment offices. Several promises have been made to us by these various agencies to: 

1. Have our plants gone over and investigated for the purpose of establishing 
us as a source for either prime or subcontracts. 
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2. Place us on the mailing list to receive notices of pending contracts. 

To the best of my knowledge, the only results to date are that we have spas- 
modically received information in manifest form showing pending contracts 
which, after careful scrutiny, have enabled us on occasion to write the agency 
and request an invitation to bid. In some instances the reply has been prompt. 
In others we have received another form asking for detailed information about 
our operation. But, for the most part, by the time we receive information that 
a need prevails for something that we can make, the time is too short for us 
to do anything about it. 

As for negotiated contracts, we have been unable to find out how to go about 
obtaining information so that we may have the privilege of entering a bid. 

In the meantime, material shortages are becoming daily more serious in all 
operations. 

Insofar as our metal fabricating operations are concerned, we have many offers 
of gray- and black-market materials. However, the price freeze does not permit 
us to pay high premium for materials, as we would have to pass the increased 
costs on to the customer. 

Hence, in summary, we have one completely equipped fabricating plant for 
wool floor covering or other kinds of fabric, as well as a modern warehousing 
and packaging operation and two completely equipped metal fabricating plants, 
all of which will have to close eventually unless we can obtain more accurate 
information on how to participate in the war effort, as obviously materials that 
we can afford are going to become even scarcer as time goes on. 

It is our recommendations that— 

1. Some means be devised whereby concise accurate information be made 
available as to how to become established as a source of supply. 

2. This information be kept up to date so that small business may be fully 
informed at all times. 

3. If the controlled materials plan must go into effect, that it cover all indus- 
tries rather than only those engaged in the war effort. 


Respectfully submitted. 
THe WAREHOUSE POINT Co., 


T. J. Bioop. 


Tuomas Wooten M118, INc., 
Fabyan, Conn., April 23, 1951. 
House Setect COMMITTEE ON SMALL BUSINESS, 
Washington, D. C.: 

We are located in the town of Thompson, village of Fabyan, Conn., which is 
the only industry in our village. 

At the present time we are doing subcontract on Army grade cartridge cloth. 
The amount of work which we have been able to get, keeps only one shift going, 
whereas we would like to run three shifts. Because of operating only one shift, 
it is impossible for us to meet our overhead. 

The amount of profit derived from subcontract work is comparativeiy low, 
when one figures the cost of wages and overhead. These two things plus run- 
ning one shift, places us in difficult financial straits. 

Also, due to high rise of wools last fall, to meet our orders on civilian goods, 
we lost a great deal of money. This, has set us back so that we are unable to 
manufacture our own materials as in previous years. 

What we would greatly desire is to get in on prime contracts but we could use 
financial aid, because of previously mentioned set-backs. 

At the present time, we have enough work for approximately 1 month. After 
this work is completed, we will be forced to close. 

Some of the prime contracts we would desire from the Government, would be 
blankets, shirtings, and cartridge cloth. 


Sincerely yours, 
Greorce J. Tuomas, President. 


Tue SxKart Co., 
Hartford, Conn., April 23, 1951. 
Hon. Horace Seeiy-Brown, Jr., 
House of Representatives, Washington, D. C. 
Str: In Ceiling Price Regulation No. 10 issued March 8, 1951, the Office of 
Price Stabilization, comparing soap manufacturers with renderers stated, “soap 
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manufacturers, comprise a much smaller group of larger firms.” 

In the case of mechanics paste hand soap, this is far from the truth. We 
find ourselves in competition with hundreds of other very small firms, and 
because of this fierce competition no changes in our prices had been made for 
over a year, prior to 1951. 

Numerous increases in our costs had been absorbed up to the point where we 
showed a loss for the year 1950. 

Therefore the ruling of the Price Stabilization Office which rolled prices back 
to December 1950, in our case creates a real hardship, because we are forced to 
sell at prices which had not been advanced for over a year, and were based on 
much lower costs. 

Respectfully, 
R. H. Buaxkestee, President. 





WatTersury, Conn., April 18, 1951. 
Hon. Horace SEELY-Brown, Jr., 
House of Representatives of the United States, Washington, D. C. 

Dear Mr. Seerty-Brown: I have your letter in regard to the hearing to be 
held in Hartford on Monday, April 23. While I do not expect to go to this meet- 
ing or send in a statement I would like to tell you a little about our problem. 

Platt Bros. is a small company employing only about 60 people. Our main 
product is rolled strip zinc. Zinc, of course, is also used in large quantities in 
this area in making brass. We, personally, along with the brass mills, are having 
a great deal of difficulty getting our zinc. Our suppliers have cut us down and 
are behind schedule. The system of DO’s was set up in order to enable us to 
get metal to take care of defense work but now when we try to extend DO's to 
our suppliers they either are vague about when they can give us the metal or 
they tell us frankly that it will be August. This does not help. Our supplier, 
who is vague about promising metal on DO's, states that they will be in a 
serious position in May and June and may not be able to do much for us if the 
Government insists on their contributing what is due from them toward the 
stockpile. We, of course, are appealing to the zinc branch of the NPA but as 
yet you know they do not have any metal under their control to hand out. 

If your committee can do anything to help us in this situation, will appreciate it. 

Yours very truly, 
Tue Pratr Bros. & Co., 
Orton P. Camp. 


Mr. Burron. Now may I thank Mr. Sidney A. Edwards, managing 
director, Connecticut Development Commission; and Mr. Harry E. 
Ashmore, assistant director, industrial division, Connecticut Develop- 
ment Commission. You gentlemen have been very effective in ar- 
ranging for this meeting. We appreciate so much what you have 
done on behalf of the committee. I want to thank you, and also Mrs. 
Mary Juliano, Connecticut Development Commission. Thank you 
all. 

Would you care to make a remark, any of you? 

Mr. Asumore. There isn’t much I can say that hasn’t been said. I 
want to assure every manufacturer in the State that the State develop- 
ment commission stands ready to cooperate, as they always have, to do 
everything possible to assist. We cooperate very closely with the 
United States Department of Commerce here in Hartford, all the 
chambers of commerce in the State, and I would say around 28 Federal 
agencies. I think many, many times we have the solution to solve 
their problems, but possibly they do not understand that. But we 
are always ready to give a hearing and be sympathetic toward manu- 
facturers who do not know their way around, because we went through 
the other war with this type of work. We are geared up for it again. 
We are waiting for orders from Governor Lodge to set up a procure- 
ment agency, so we hope within a short time to be able to do even bet- 
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ter work than we are doing now, and we want all the manufacturers 
to feel free to use our office. 

Mr. Burton. Thank you very much, Mr. Ashmore. We want to 
assure you that the Committee on Small Business of the House and 
the representatives of the Government agencies are at the service of 
the manufacturers of Connecticut, not only now, but in the period to 
follow. I hope you will call on us freely and we will be instrumental 
in helping solve some of your problems. We appreciate how great 
those problems are. Whenever you have a change in normal opera- 
tions, naturally someone is going to be hurt. We hope that may be 
minimized in every way possible. 

Hartford has been very kind to us. We have enjoyed your hos- 
pitality and thank you on behalf of all of the committee. 

Mr. Saptax. Hartford and Connecticut have been more happy for 
the committee’s visit and the work they have done for all of Con- 
necticut, 

Mr. Burton. We stand adjourned. 

(Whereupon, at 5 p. m., the subcommittee adjourned). 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


TUESDAY, APRIL 24, 1951 


‘ 


House or Representatives, SuscoMMITTrEE No. 1 
OF THE SeELect COMMITTEE ON SMALL Business, 


Provide 100€, R. 2 


The subcommittee met, pursuant to notice, at 10:15 a. m., in the 
Sheraton-Biltmore Hotel, Providence, R. 1., Hon. Clarence G. Burton, 
of Virginia, presiding. 

Present: Representatives Burton (presiding) ; Abraham J. Multer, 
of New York: Aime J. Forand, of Rhode Island. 

Also present: Victor P. Dalmas, executive director of the select 
committee: Jeremiah Riley, of the staff; M. A. Wolf, Boston, auditor ; 
Everett S. Woodmancy, executive secretary, Rhode Island Port and 
Industrial Development Commission. 

Present representing Federal agencies: John S. Bartlett, field rep- 
resentative, National Production Authority; Leo H. MeCormick, 
assistant to the Director: Endicott Peabody and Albert J. Hoban, 
Office of Price Stabilization: Col. O. E. Thomas and Maj. Margaret 
R. Wharton, Munitions Board, Department of Defense: Walter J. 
O’Donnell, manager, Office of Small Business; Joseph H. Sheehan, 
Reconstruction Finance Corporation; Daniel J. Young and Joseph 
i. Byrnes, General Services Administration; and John C. Tanner, 
Department of Commerce. 

Mr. Burron. Gentlemen, we will call the meeting to order. 

As you know, this is a hearing of the Small Business Committee 
of the House of Representatives. The Small Business Committee was 
formed to protect the interests of small business. We would further 
anything in the interest of business generally but our particular prob 
lem is that of protecting small business. 

For a definition of small business, I will give this paper to your 
news reporter to be incorporated in the record, but we have of late 
been deviating from the formal rule of calling small business a busi- 

ess with less than 500 employees. It is now being defined as inde 
pendent business not dominant in its own particular field. 1 think 
that will give you the general idea. 

In the interest of saving time, I will not go further into that. I 
would like first to present the members of the House whom we have 
present today. Weare very happy to have with us your own Repre- 
sentative. Aime Forand. He has been kind enough to devote his day 
to us, and we will be glad to hear from Aime at this point. 

Mr. Foranp. Congressman Burton, ladies and gentlemen, I do not 
intend to make any kind of a speech whatsoever. I am here to listen, 
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to try to learn what your troubles are and to see if we cannot help you 
work them out. 

I appreciate very much the courtesy of Mr. Burton and his com- 
mittee in having invited me to join them here in Providence. So I 
have stayed over here from this week end in order that I may get 
into the troubles of our small-business people in Rhode Island and 
learn about them at first-hand. I want to work with you and with 
the committee, and it is a pleasure for me to be here. 

Mr. Burton. Thank you, Aime. 

Next, I would like to present a member of our Small Business Com- 
mittee, Abe Multer, of New York. We will be glad to have you say 
a word at this time and define what we have in mind. 

Mr. Mutrer. Mr. Chairman, Congressman Forand, and ladies and 
gentlemen, | am very happy to be able to come here with this com- 
mittee and greet you and tell you very briefly that your problems are 
our problems. Congressman Forand has many times advised us of 
problems of this et that have come to his attention, and it 
was upon his urging and that of other representatives from Rhode 
Island that the committee set up a hearing in Providence so we could 
ret first-hand from you what your troubles and your difliculties are 
in order that we may be able to assist you. 

Later, our chairman will introduce to you the various representa- 
tives of Government who are here. They also want to assist you if 
you will only tell us how they can be of help. I am sure they will 
respond and before the day is over many of your problems, I hope, 
will have disappeared. 

Mr. Burton. Thank you, Abe. 

We next would like to present the executive director of the Small 
Business Committee, Parke Dalmas. 

We would be glad to have a word from you. 

Mr. Datmas. With all these distinguished Members of Congress 
here, gentlemen, you can imagine a staff member would have very 
little to say, because they do my talking for me, thank goodness. But 
I am happy to be here. We are very much interested in the problems 
of Rhode Island, the problems of small-business men here, as well 
as in other States and communities in the country, and on behalf of 
the staff, we will try to do our best for you. 

Mr. Burron. We had looked forward to having with us John 
Fogarty, but on account of legislation on the floor, he has been unable 
to attend. But he has been good enough to wire us his good wishes 
for the success of this meeting and we have present his executive sec- 
retary, Mr. William J. Lynch, from whom we would like a word now. 

Mr. Lynou. Mr. Chairman, honorable Congressmen, friends of 
small business, I am very happy Congressman Burton has indicated 
to you the reason why it was impossible for Congressman John 
Fogarty to be here today. A vote is coming up on a very important 
section of the appropriations bill which concerns his Committee of 
Labor and Education, of which he happens to be, thank God, the 
chairman. If it were possible for him to be here, nothing under 
heaven except something of vital wy orm to all the sre in the 
country would keep him away. He has asked me to deliver a state- 
ment which he has prepared and sent on to me from Washington. 
It is headed up “Speech by Hon. John E. Fogarty, Member of Con- 
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gress, at hearing of the House of Representatives’ Select Committee 
on Small Business at Sheraton-Biltmore Hotel foyer, Providence, 
R. L, on April 24, 1951.” 

It reads as follows: 


Mr. Chairman, I am pleased to have this opportunity to appear before your 
distinguished committee and I assure you that we in Khode Island appreciate 
the interest you are showing in our problems. These problems are of serious 
proportions to us aad we feel that the fate of hundreds of our small establish- 
ments depends on the finding of solutions to them. 

Here in Rhode Island the situation is particularly acute. We are by nature 
an area of small business and I know, from personal knowledge and by representa- 
tions made directly to me by many small operators, just how serious the matter 
is. During the course of this hearing I am sure that you will be given pertinent 
and alarming testimony to that effect. While Rhode Island is the smallest 
State in the Nation, we have considerable industrial and other potential which 
we want to see utilized in the defense effort. To date I don’t believe that it is 
being used. 

Our present defense-mobilization program is based, in law, on the Defense 
Production Act of 1950. The objectives of that act are to develop and maintain 
whatever military und economic strength is necessary to oppose aggression and 
to promote peace in the world. Section 701 (a) of the act states: “It is the 
sense of the Congress that sinall-business enterprises be encouraged to make 
the greatest possible contribution toward achieving the objectives of this act.” 

As a practical matter, from my personal observations, the sense of the Congress 
in this regard has not been followed out in our present mobilization program. 
On the contrary, small business has been caught in an economic squeeze through 
its inability to secure a fair share of Government contracts and through the 
restrictions placed on it in the procurement of scarce materials. As a result, 
the great industrial potential of small business whose broad base should certainly 
be the rock on whica our mobilization program is built, is fast being dissipated. 
Many firms have been forced to close their doors and others are losing their 
skilled employees to the larger concerns which are receiving the bulk of Govern- 
ment contracts. This fact is borne out by a casual survey of the help-wanted ads 
running in our newspapers wherein it is noted that the larger companies are 
soliciting employees—skilled craftsmen—from many of the smaller plants, A 
firm whose markets are being dried up and whose employees are drifting away 
cannot long survive. Should such circumstances continue, we shall soon find 
ourselves in the same position we were back in 1942 and 1943 when almost 
20 percent of small*business was forced out of existence. 

| well realize the reasoning behind and the necessity for the disproportionate 
use of the larger enterprises in mobilizing our economy. But, to my way of 
thinking, such action is taking the easy way out. One of the principles for which 
we are now fighting is the preservation of our way of life, which includes the 
free-enterprise system. I think that most of us will agree that to keep private 
competitive enterprise we must preserve small business. We must avoid a 
long-run trend toward even greater concentration of economic power than we 
now know. Would it not be a travesty if, in girding ourselves for the defense 
of our principles, we should weaken one of those basic principles on which this 
country has grown so great’? 

The easy way of organizing industrial mobilization so that it depends chiefly 
on the larger enterprise is not, to my mind, the efficient way of getting full 
production. The small companies are a very important part of our national 
economy. Their output is a vital part of our national strength. Small business 
must be given an equal oppurtunity to produce if America is to develop her 
full power. 

There are two principal areas in which the Government can give actual, 
effective, and immediate help to small-business concerns. One is to lighten the 
burden of Government on those businesses by the easing of material restrictions, 
and the other is to provide for small business a larger share in defense con- 
tracts. There are other ficlds in which the Government can be of great help 
such as in loans, tax relief, and expansion or conversion assistance, but, I suggest 
to this committee, that the greatest of our present problems are the two phases 
of materials and contracts. I'm sure that more will be heard on these points 
from the various witnesses and I hope that the committee can find some way 
to give small business adequate relief on both. 
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Certain steps have already been taken to correct this apparent inequity. In 
the rush to meet defense requirements, the National Production Authority 
issued many control orders that were too severe. The theory was that it was 
better to have too much than too little. As military requirements were more 
clearly established, some of these original orders were rectified. I understand 
that NPA has now amended its order in regard to aluminum. This would permit, 
for example, the manufacturer of aluminum blinds to continue producing for 
the time being. Of course, restrictions would be put on the amount of aluminum 
which he could so use, but the important point is that he could continue to oper- 
ate. Again, the NPA order requiring steel producers to provide steel warehouses 
with a normal tonnage, reduced only by defense orders, is a major step to provide 
a source of supply so that smaller manufacturers can continue to provide civilian 
goods, The controlled-materials plan, when it goes into effect on July 1, will also 
place the small producer of essential items in a much better position. 

Some advance is seen in the distribution of Government contracts to smal! 
business. I am advised that the Army, Navy, and Air Force are now working 
to break their purchases down into smal! lots. Small business has a much better 
chance of securing contracts when the invitations to bid call for smaller amounts 
Proposed purchases are being given much wider publicity, and negotiated con 
tracts are not being executed to their former degree. In addition, the National 
Production Authority has just announced a new four-point procurement policy 
to increase participation of small business in defense production. 

The Select Committee on Small Business, which is conducting today’s hear 
ing, has performed an exceptional service to the small-business operators of the 
country. The committee has continuously been in the forefront of the fight to 
secure recognition of the rights and the resources of the small manufacturer. 
Throuch its efforts, certain and definite advances have been made in the various 
procurement policies. For these efforts we are truly grateful, but much still 
remains to be done. 

Under present law, no one has any real anthority to give small business an 
equal opportunity to compete for defense contracts or to obtain scaree materials 
This situation will not be corrected until new legislation is passed. I unider- 
stand that the Small Business Committee of the House and the Senate have 
sponsored and introduced a bill which would, if passed, reduce to law many of 
those things which we feel would be of creat help to the smaller producers. This 
bill, the Small Defense Plants Act of 1951, provides, according to its sponsors, 
that small business be assisted — 

To secure a fair share of Government contracts under the national! 
defense program: 

To secure a fair share of scarce materials for essential civilian produc 
tion: 

To be assured fair and equitable treatment when acting as subcon 
tractors ; 

To obtain loans for expansion and conversion in the interests of national! 
defense; and 

To achieve full economic and industrial mobilization. 

I believe that this bill would be of inestimable aid to our Rhode Island con- 
cerns, and IT assure this committee that I shall certainly support it and do every 
thing I can to seenre its passage. In my opinion, passage of this bill would do 
much to save small business from extinction and at the same time aid the defense 
effort immeasurably. 

In closing, may I thank the committee once more for its interest in our 
problems. Through your efforts we hope that small business in Rhode Island 
is brought closer to the mobilization program through the utilization of all its 
facilities. We in Rhode Island believe that small business is the root of the 
American free-enterprise system. It is the hope of our economic way of life, 
and whatever is done to strengthen and preserve it is a direct contribution to 
the preservation of our country. It is our plea that the emergency will in no 
way impair the operation of that free-enterprise system and the element which 
essentially symbolizes its existence—the independent small-business man. 


Congressman Burton, I want to thank you very, very kindly for 
the graciousness with which you permitted me to make this statement, 
so I can go back to work and do the Congressman’s work for him. 

Mr. Burron. Thank you, Mr. Lynch. We are glad to hear from 
you. We are disappointed that Mr. Fogarty cannot be here but it so 
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happens that the same bill that is keeping him there makes it necessary 
for me to leave this meeting early and fly to Washington in the hope 
that I may get there before the bill comes up for final passage. At 
the same time, I am carrying messages from Mr. Multer and Mr. 
Forand and hope we can get in there before time of passage. 

I am particularly sorry for that because I would like to have visited 
with you here in Providence this afternoon. 

I now would like to present the members of the various agencies 
we have here with us. The Small Business Committee feels that we 
not only should hear your problems and ascertain your troubles but 
the really important feature is that we want action. We are most 
fortunate in having with us men higher up in the agencies in Wash- 
ington whom we have found, through our experience in these meetings, 
are well versed in these problems that you will probably bring up, 
and in instances where they have not had the answers they have very 
frequently called Washington long distance and been able to give those 
answers while you are here. If you are not answered at the time you 
present your question, it may be well to stay around if you can until 
the adjournment of the meeting or until the recess for lunch. It is 
possible that you can get answers to your individual problems from 
these gentlemen. 

I would like to present Mr. Leo H. McCormick, Assistant to the 
Administrator, Office of Price Stabilization. We also have from that 
office, Mr. Endicott Peabody, regional-office attorney, Boston. To 
save embarrassment and to save time, I will ask you to withhold your 
applause until I have introduced all. 

From the General Services Administration, we have Daniel J. 
Young and J. E. Byrnes, who is from the Federal Supply Services. 

From the Department of Defense, Major Wharton and Col. O. E. 
Thomas. 

From the National Production Authority, Mr. John Bartlett, Office 
of Small Business of that agency. 

From the Economic Cooperation Administration, we had Mr. Me- 
Cormick with us yesterday. He is not present today. Is there a rep- 
resentative of that office present ? 

From Reconstruction Finance Corporation, Walter J. O'Donnell 
and Joseph Sheehan. Mr. O'Donnell is manager of the Small Busi- 
ness Office of RFC in Washington. 

We also have with us Mr. John C. Tanner, from the Department of 
Commerce. 

Of our Small Business Committee staff we have Jeremiah Riley. 
We also have Mr. Albert Hoban, OPS, Providence. He is from your 
local office. He will no doubt be able to take care of many of your 
problems or put you in contact with the proper parties. 

Are there others of these agencies whom | have overlooked or who 
have come in with us today? 

We would like to make aknowledgment of the services of Mr. Everett 
S. Woodmancy of the Rhode Island Port and Development Commis- 
sion in arranging for this meeting. Will he please rise. Thank 
you very much. 

Mr. Woopmancy. Thank you, Congressman. 

Mr. Burton. Lalso want to th ank Mr. Thomas Monahan for helping 
onthis. He is of the Governor’s commission on small business. He is 
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the chairman. Also, Mr. Nat Ryder, of the New England Council. 

With those introductions, we will proceed with the calling of the 
witnesses. It has been requested that you hold your statements to a 
matter of 5 minutes. We hope you have them prepared as that wii! 
not only assist the reporter but it will tend to hold us down to sched- 
ule, aad Viens has a way of fleeting. If we take too much time with one 
witness, it will be difficult to get through with the agenda. 

With that request, we will start calling witnesses. If you come up, 
give your name and the name of the firm you represent and then pre- 
sent your problem. 

We have State Senator Leon W. Brower, who is the president of the 
Sunlight Chemical Corp. of Phillipsdale, R. I. 

Before calling you, Senator Brown—Mr. Monahan, did you wish to 
be heard? 

Mr. Monanan. Yes, sir. 


STATEMENT OF THOMAS A. MONAHAN, GOVERNOR’S COMMITTEE 
ON SMALL BUSINESS IN RHODE ISLAND 


Mr. Monanan. Honorable Members of Congress, there are certain 
yuragraphs in my statement that will bear corrections due to the clari- 
ification of the definition of small business from Congressman Burton. 
However, the Governor’s commission on small business and the busi- 
nessmen of Rhode Island welcome you to our State to hear our diffi- 
culties in doing business and the recommendations we have for the 
remedy thereof. 

You are now in the heart of the most industralized State in the 
Nation. More than 97 percent of the industries of this State have 
less than 500 employees and are therefore classed as small business. 
So, the small-business problem affects the well-being and is the life- 
blood of the economic structure of our industry and its employees. 

The problems we have here are in all probability no different than 
you have listened to in other sections of the country. The main 
problems areas follows: 

The shortage of materials for essential civilian production. 

The lack of defense contracts. 

The impossibility of contacting all the various procurement agen- 
cies due to lack of, and the financing of, representatives to travel 
between the scattered procurement offices; and being at the right 
place at the right time. 

Adequate financing is not available to the small-business man to 
expand his facilities and thereby be in a position to produce for the 
defense effort. 

Competition in the labor market from larger companies with de- 
fense orders and Government projects which take skilled labor 
when small business is forced to curtail due to lack of materials or 
rated orders. 

The squeeze on prices due to lack of mass purchasing power which 
larger companies are able to use. The financing of proper inven- 
tories which can be purchased at attractive quantity prices, these 
inventories, of course, to be subject to the proper Government con- 
trols. 

Our recommendations for the improvement of the lot of small- 
business men are as follows: 
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The shortage of materials for essential civilian production could 
and should be handled by a system of priorities and allotments similar 
to that used in World War II. These allotments should be some- 
what more generous for small business, because many of these con- 
cerns will not be successful in securing defense contracts. Many 
small concerns can be of greater assistance to the over-all defense 
program if they manufacture essential civilian items only and are 
given the proper quantity of materials to do so. ie 

The lack of defense contracts essential to the continuing opera- 
tion of many establishment should be remedied by the institution of 
procurement offices on a State-wide basis, thus enabling the small 
manufacturer to go directly to a purchasing officer in or near his own 
community and eliminating what he often terms “the run-around.” 

It is our opinion that a Government agency should be set up which 
would have the interests of the small-business man at heart. This 
agency should have the proper authority and priority over the award- 
ing of contracts insofar as small business is concerned. It should 
have the first option on contracts that are to be awarded, and be the 
tinal determination as to whether or not small business is capable 
of handling any particular contract. In turn, it could split the 
contract as many ways as would be advisable to small-business con- 
cerns, Which would be capable of handling same. 

In other words, small business requires help from a source which 
will aggressively seek contracts and have the power to enter into 
contracts with any procurement agency and then, in turn, subcon- 
tract to small business. 

An appropriation of generous proportions should be made for 
this agency to finance proper branches or offices, technical advisers, 
and so forth, and also to make loans to the small contractors if re- 
quired to aid them in the production of defense contracts. 

Prime contractors should be compelled to refer all inquiries for 
subcontract work to this agency which would see that small business 
received as many subcontracts as possible. 

We believe under the present set-up a procurement officer has 
not the facilities or the time to seek out small contractors, and thus 
proceeds along the lines of easiest resistance and awards them to the 
larger companies, who in all probability have all the contracts they 
require. 

It is our firm belief that something must be done and done soon 
to enable small business to weather the period of transition from 
civilian production to defense production. 

We respectfully submit the foregoing and request that your hon- 
orable committee give the utmost consideration to enabling legislation 
to set up the proper office to take care of the needs of the small-busi- 
hess man. 

Mr. Burron. Thank you very much. 

That was a very fine statement. That covers the general situation. 

Major Wuarron. Mr. Chairman, may I ask for a chance to answer 
part of the statement which was just made ¢ 

Mr. Burton. We will be very glad to have you do that, Major 
Wharton. 

Major Wuarron. On April 13th, a press release was given out 
from the Department of Defense announcing the opening of 34 addi- 
tional Army centers which are designed to assist small business in 


















1620 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


the manner in which Mr. Monahan has just recommended in his state- 
ment. These establishments are in addition to 28 display and procure- 
ment information centers, which are now operating through the 
United States. That makes an additional 34 more. They will be 
chemical centers, engineering centers, ordnance centers. They are 
designed to enable small-business men to go into these display rooms 
in order that they may see the things that the Government agencies 
want to buy and can easily buy from small business. It will enable 
you to go and determine what you can make and furnish the Govern- 
ment. 

Then you will be in a position to know upon what you wish to bid. 

There will be three or four of these centers within a fairly close 
distance of this city. It has not been determined definitely whether 
they will be spread out over each State, because, after all, there are 
some of the industrial centers which are naturally more able to take 
care of that, so that some of the States, such as the one from which I 
come, probably would have no chance at one because we just do not 
have many industries. Then a State such as yours will have at least 
three or four within a very close distance if not exactly in this city. 

That will be an answer to part of the problem, Mr. Burton. 

Mr. Mvtrer. May I add to what Major Wharton has said, that 
the Air Force is setting up similar exhibits which will be exhibits 
of the various things that prime contractors need from subcontractors, 
and, when one comes to this area, I am sure there will be ample pub- 
licity and you will get sufficient notice so that you can get your 
representatives there and then be able to see for yourselves the various 
things that you might be able to make. 

In addition to that, I understand that the Defense Department is 
now considering a recommendation for a unified traveling exhibit 
to go from one corner of the country to the other, showing the various 
items that small business can make for each of the three services. 

Now, with specific reference to Mr. Monahan’s recommendation for 
a Government agency to help small business. Those of you who 
heard Congressman Fogarty’s statement, which was made this morn- 
ing, heard the same thing referred to by him. This Small Business 
Committee has unanimously sponsored a series of bills which are 
known as H. R. 1600, for the purpose of setting up just such an agency 
as Mr. Monahan referred to. We cal it the Small Defense Plants 
Corporation. That bill, if enacted into law, will set up that Corpora- 
tion as a nonprofit corporation, authorized to take inventories, to 
examine small business facilities, to find out what they can do and 
then to take prime contracts which, in turn, will be let or sublet to 
small-business men. In addition to letting those contracts, it will have 
appropriations with which to finance those contracts so, if a man needs 
money for payrolls or materials or even expansion of facilities, there 
will be the wherewithal set up within this bill to do it. I do hope 
that we can enact such a bill into law before very long. 

Mr. Foranp. Mr. Chairman, with reference to the first part of Mr. 
Multer’s statement relative to the Air Force’s establishing centers here 
and there where the prime contractors will be looking for subcon- 
tractors, that is the emphasis on that point, isn’t it? : 

Mr. Mutrer. Yes, definitely. 

Mr. Foranp. So the people who have the prime contracts will not 
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be roving all over the country ignoring Tom, Dick, and Harry, in order 
to give John a break. 

Mr. Murer. They have such an exhibit at 167 Broadway, in New 
York, under the supervision of General Thomas, who is in charge of 
that procurement for the Air Force. They had 20 or more prime con- 
tractors come in and set up an exhibit of all the various parts the 
could make. They had purchasing men right there on the police | 
and some 4,000 small-business men came in there and viewed what they 
had on display, discussed their problems with these purchasing agents, 
and I think, as a result of that, one exhibit, which ran for about 3 days, 
there was some five or six hundred contracts let to small-business men. 

In addition to that, these businessmen got the names and addresses 
of the purchasing agents and the companies where they could then 
continue to follow up and contact them from time to time. 

Mr. Foranp. I wanted to make that point clear. 

Mr. Mutter. Incidentally, with reference to financing, Mr. O’Don- 
nell wants to make a statement. 

Mr. O'‘Donnett. Thank you, Mr. Multer. I was just going to ask 
the chairman for an opportunity to make an observation. Mr. Mona- 
han suggested the need of financing small business. It is quite true 
that the Small Business Committee has introduced this smaller war 
plants bill which will afford financing facilities, but in the meantime 
I would like to point out to you gentlemen and to Mr. Monahan that 
the RFC is operating today. Your office is 10 Post Office Square, 
Boston. We are operating under a rather rigid legislative enactment, 
but, recognizing the problem of the small-business man in obtaining 
financing for his defense contracts, a recommendation has been made 
through channels, the Office of Defense Mobilization, and is now under 
consideration by the Bureau of the Budget, which would permit the 
RFC to mak a.commitment to finance a definite contract predicated 
upon the receipt of the contract. One of the biggest difficulties that 
the small-business man of today has is that he is unable to obtain a 
contract because he doesn’t have financial status to fulfill it. 

Conversely, he isn’t able to obtain financing because he doesn’t have 
the contract. In an effort to solve this particular problem, the effect 
of this Executive order, if it goes into effect, is that it will permit the 
RFC to say to Mr. Small Business Man, “We are in a position to 
finance you up to X dollars, provided you get the contract.” That 
places the man in a position to go to the Army, Navy, or Air Forces, or 
other services and bid on a contract. Having obtained it, he is assured 
of his financing. 

The House Small Business Committee very recently, in the form of 
a letter from the very able chairman, Mr. Wright Patman, to the 
Director of the Bureau of the Budget, has strongly urged that this 
Executive order go into effect promptly. I just want to point out to 
you that—I won’t question whether the financing is adequate or 
whether we need more, but there is financing at the moment and there 
is an excellent possibility in a short time the particular need of the 
small-business man for financing his contracts may be part of the RFC 
program. 

Mr. Muurer. There is one other means of financing that is avail- 
able to prime and subcontractors. Existing law permits procurement 
officers to make advances in connection with prime contracts. Those 
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advances can be made to the prime contractor. Many times he may 
sublet and the subcontractor needs financing. The prime contractor, 
at the request of the subcontractor, can go to the procurement officer 
and get an advance for him. So there is means available today through 
the procurement offices, through RFC, and we hope very shortly there 
will be additional means available through the Small fense Plants 
Corporation. 

r. Noonan. My name is John Noonan, New England Small Busi- 
ness a Could you tell us what the status of that bill is, 
1600 

Mr. Mutrer. Yes. H. R. 1600 is now pending. It has been referred 
to the House Banking and Currency Committee, but no hearing has 
been set on it yet. e chairman of that committee, Congressman 
Spence, told me he wanted to set it for hearing at the same time he 
would consider and conduct hearings on amendments to the Defense 
Production Act of 1950. Our Small Business Committee is urging him 
not to wait for that, but set it for hearings as soon as possible. 

Mr. Burton. Are there other questions here with relation to the 
statement just made? 

Mr. Monanan. It is very interesting to hear that there is something 
being done just along the lines we were talking about, and we ho 
that that will be enacted into law as soon as possible. However, the 
complaint that we receive from small-business men—the same thing 
was done with the train that was brought in during the last war with 
various articles that could be made by small-business men. He might 
see apart. He goes in there and looks at those various articles, and he 
might see a part. He says, “I could make that if I had this sort of an 
automatic lathe. I cannot finance it.” 

Well, the purchasing agents are there. They would say that would 
be all right if he had that machine. He is told to go and see the ord- 
nance district. “He does go and see somebody who will be able to 
finance that for him; the Reconstruction Finance Corporation will 
advance him some money. He runs up to Boston and sees RFC. 

But we maintain that the small-business man has to have some 
fatherly advice, somebody directly interested in his particular prob- 
lems, some agency that will go into these things for him. If he needs 
some technical advice, he should have a technical adviser who will say, 
“Your plant is laid out in such a way that, if you had a few additional 
machines, you could do this, and we will get you the proper financing.” 
And they will follow the thing right through for him. 

We know the various agencies are there. The ordinary small- 
business man cannot chase up to the RFC, the ordnance district, and 
so forth, and he looks at this train and then he doesn’t know what to 
do. That isthe trouble. That is what we want. 

We want somebody to advise him, somebody that will be definitely 
interested in the problem of the small-business man, and not have five 
or six or seven different agencies where you can chase from one to 
another to get a lathe or get a few dollars or something else. 

We want to see somebody and some agency that has the interests 
of the small-business man at heart. That is what we recommend. In 
other words, all these various things are available. They are‘all fine. 
But he hasn’t got the time to chase from here to there. Perhaps he 
hasn’t got the facilities to do it. He runs his own business. He can- 
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not be chasing from one agency to the other. He hasn’t got the 
proper central body to advise him. 

Mr. Burton. Thank you, Mr. Monahan. I believe you have the 
problem in a nutshell. 

I might call attention to the fact that, believing just as you say, it is 
the purpose of this committee in coming to you, instead of your being 
required to come to Washington, to carry out just that policy. While 
we are not here with the technical information, we are here with the 
general information which we hope will enable your small manufac- 
turers to contact the proper parties through whom they may get this 
specific technical information which they desire. 

I am very much obliged to you. 

Next we will hear from State Senator Leon W. Brower, president, 
Sunlight Chemical Corp., Phillipsdale, R. I. 


STATEMENT OF STATE SENATOR LEON W. BROWER, PRESIDENT, 
SUNLIGHT CHEMICAL CORP., PHILLIPSDALE, R. I. 


Mr. Brower. Mr. Chairman, honorable Members of Congress. I 
am Leon W. Brower, and I am the State senator from the city of 
Cranston, the third largest city in Rhode Island. I speak as a small- 
business man, president of the Sunlight Chemical Corp. 

I have owned and operated the Sunlight Chemical Corp. for 32 
yeers. We doa business of about a half a million dollars a year and 
employ from 25 to 30 people. 

I would like to read this one-page dissertation. I have developed 
it as I would speaking to businessmen, not giving generalities, but 
getting down to actual facts and figures and dates. 

In the spring of 1949 this company developed, with the aid of the 
Du Pont Co., a household semipermanent plastic starch to retail in the 
food stores of New England. During the balance of 1949 and the first 
half of 1950 this company advertised this product in newspapers and 
television with an expenditure of about $10,000. The essential raw 
material known as polyvinyl acetate was obtained from the Du Pont 
Co. and blended with other chemicals. During the first 10 months of 
1950 we purchased from Du Pont 90,000 pounds of polyvinyl acetate 
and distributed this to such stores as the A. & P. Tea Co., First 
National Stores, Inc., Stop Y Shop, Inc., and most other chains and 
independent grocery stores in New England. 

On November 1, 1950, du Pont advised us that the Federal Govern- 
ment had issued DO orders for the entire output of polyvinyl acetate 
and that they were not permitted to make further shipments to us. 
From November 1, 1950, to April 15, 1951, we have been unable to se- 
cure any shipments of polyvinyl acetate from du Pont or the other 
three producers of polyvinyl acetate in this country. We have applied 
to the United States Senator from Rhode Island, Mr. John O. Pastore. 
This resulted in du Pont giving us 1,500 pounds on April 15, which 
lot was borrowed from a DO user in Rhode Island. Du Pont promised 
us 5,000 pounds before April 30 out of which we were to return the 
1,500 pounds to the DO user. Du Pont now tells us that new DO 
orders have taken this 5,000-pound lot and we cannot be supplied. 

selieving we were to be supplied with raw material, we notified our 
customers and accepted orders which we are now unable to fill. 
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The action of the Defense Production Administration in issuing 
DO orders up to 100 percent of the production of polyvinyl acetate has 
practically put us out of business and caused us to lose large sums 
of money and caused great damage to our customer relationship. 

We submit that none of the multi-million-dollar corporations of this 
country have been denied all of their requirements of raw material 
but that we, as a small company, have been denied any of our raw 
material whatsover. 

We ask that we be allotted a reasonable percentage of our require- 
ments. 

Mr. Muurer. Senator, do you know of any large company that has 
been getting polyvinyl acetate for the same uses as you have been 
using it? 

Mr. Brower. No, I do know that you can go into the black market 
in New York and whereas du Pont’s price is 21 cents, I can buy some 
for 48 cents a pound. In other words, some of this DO chemical has 
been evidently sold to others, and they are reselling it at more than 
double its regular price. 

Mr. Mutrer. Persons who have DO’s and got the material from 
you don’t know where and are black-marketing it ¢ 

Mr. Brower. I conclude that all production has gone into DO and if 
there is any available, it is from that source. 

Mr. Murer. Do you have the names available of those who are offer- 
ing it on the black market ? « 

Mr. Brower. I cannot economically afford to pay that price and 
I am not interested in buying it. 

Mr. Movrer. If you can get the names of those black marketeers 
and turn them over to OPS, we can break it up. Let’s go out after 
them. With that kind of cooperation we can put an end to that kind 
of thing and possibly get some of this very necessary material for the 
continuance of your business back into proper channels such as yours. 

Mr. Brower. I would naturally not expect to receive my entire 
supply, but, if I could get 10 or 20 percent, it would at least keep me 
in the business until the supply caught up with the demand. 

Mr. Mcurer. You can be sure this committee will inquire into 
this. This is the first time this particular problem has been presented 
to us. We will see if we can save your business and other businesses 
failing because of lack of material. 

Mr. Burton. Mr. Bartlett of NPA may wish to comment. 

Mr. Bartierr. This is one material that we should place under 
material control, in order to make it available in the proper channels. 
I wonder if the witness would inform us if there is any other producer 
than du Pont? 

Mr. Brower. Bakelite, Rome & Haas. But they haven’t produced 
since the shortage, because they cannot get the raw material to make it. 

Du Pont and Bakelite are still manufacturing it. 

Mr. Burron. Is du Pont the sole source of the intermediates ? 

Mr. Brower. No; the main raw material comes from Carbon & 
Carbide Chemical Co. You have the follow the chemicals back until! 
you get into the ground. 

Mr. Mutrer. Shouldn’t Senator Brower, on behalf of his company, 
file an application because of hardship with the local NPA office? 

Mr. Bartterr. It is not a controlled material. I am sure our local 
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office would be glad to assist you in preparing such an appeal and that 
would bring it more forcibly to our authorities. 

Mr. Brower. I have appealed to them long ago. 

Mr. Bartierr. Our local office? 

Mr. Brower. Yes. 

Mr. Bartierr. What was the result? 

Mr. Brower. They would try to do the best they could. It was zero. 

Mr. Tanner. I am in the local office. Mr. Denner did speak of a 
problem Senator Brower ns rae to him. Our procedure would be 
to refer that to the small-business group in NPA in Washington and 
ask if they could assist in getting material. 

Senator Brower was given that information. We told him to send 
it to Washington and we would give him any assistance possible to 
bring influence to bear with the committee in Washington. 

Mr. Mutter. If this is not a controlled material, how can it be par- 
celed out under DO’s? 

Mr. Bartterr. The producer has a monopoly and he is allocating it 
on his own. 

Mr. Mutter. It is not being accumulated under DO’s. 

Mr. Burron. DO’s would take preference over the open market and 
by that means it is preempted. 

Mr. Brower. This is not a defense order whatever. It is sold in the 
grocery stores. So that people who have Government contracts can 
serve DO’s on Du Pont and they must by law give their supply to the 
DO requirement. 

Mr. Burron. That is one of the DO problems. 

Mr. Brower. I maintain they should not give over 75 to 80 percent 
on DO’s and preserve 20 to 25 percent for civilian use. 

Mr. Tanner. The only thing to do would be for NPA to issue a 
directive in order to assist Senator Brower to get material from some 
source. , 

There is another angle. The fact is that some of these concerns may 
have the material previous to September 18, 1950, when the regulation 
became effective. 

Mr. Mutter. That still would not condone selling it at above ceiling 
price. 

Mr. Tanner. That is right. They may have a quantity they may 
not have obtained under the DO orders. 

Mr. Bartterr. I can assure the witness we will handle it direetly 
with the Office of Small Business and see what we can do for him. 

Mr. Burron. Thank you very much. 

Our next witness is Mr. James A. McGuirk, attorney, Neale & Carr, 
Inc., 1 Washington Avenue, Providence, R. I. They are manufac- 
turers and installers of water-tube boilers. 


STATEMENT OF JAMES A. McGUIRK, ATTORNEY, NEALE & CARR, 
INC., PROVIDENCE, R. I. 


Mr. McGutr«. Gentlemen of the committee, I represent Neale & 
Carr, Inc., 1 Washington Avenue, Providence, R. I., a small business 
which manufactures high-pressure water-tube boilers and low-pres- 
sure commercial and domestic boilers. Neale & Carr, Inc., also repair 
and install and service these types of boilers. 
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At the present time, in reference to the present situation, our com- 
pany has been beset by quite a few difficulties caused directly or in- 
directly by the defense situation. Specifically, our company has 
received an order for boilers to be installed in the new armory- 
gymnasium at Rhode Island University. This type of construction 
is not prohibited or restricted by the current NPA orders or regula- 
tions. As a matter of fact, I believe that this construction has had 
NPA approval but it is not listed as defense construction and as such 
does not carry with it a DO number. 

Suppliers of sheet steel, steel tubing, and casting foundries are not 
willing at this time to execute our orders expeditiously because of our 
inability to furnish these suppliers with a DO number. Thus the sit- 
uation resolves itself to this: the NPA has given us a green light to go 
ahead but we are unable to get materials. We believe that the pro- 
posed building is in the interest of national defense and is essential, 
but a diligent search has failed to find any provision in the law 
whereby our company can receive any help or assistance in procuring 
materials necessary to build these boilers. 

Failure to procure these materials in a reasonably short time will 
have disastrous effects upon our company. Our company is not large 
enough or strong enough financially to carry a large payroll of em- 
ployees who would have no materials upon which to work. Such a 
program would be financially and economically unsound; to carry 
these men without work for them to do would soon result in the de- 
struction of our company. On the other hand, if we lay off men 
skilled in the boilermaking trade, we could not reasonably expect that 
these men would be available for reemployment when and if materials 
finally came. 

A program of lay-offs of keymen would result in our company being 
a boilermaking company but without personnel to make * ne unless 
help is obtained from some source vine gar solutions are found to 
this problem. It may well be that our company, like many others, 
may be completely forced out of business with a resulting loss to the 
economy of the city, State, and Nation. 

It is suggested by our company that a solution to this problem which 
affects us and many more in our position and other businesses in this 
area would not be too difficult to find. 

Inasmuch as the total production of our steel, sheet, tubing, and 
casting suppliers is not completely allocated to war work and defense 
work, some of their products ought to be allocated to small business 
which are fabricating or producing or constructing products which 
are not prohibited or restricted. 

If the National Production Authority is of the opinion that such 
products ought not to be restricted or forbidden, then it ought to im- 
plement its decision by helping in the form of issuance of a directive 
to the producers, or a system of order numbers, not necessarily defense 
order numbers, but order numbers which would be honored by the sup- 
pliers. In this fashion, companies like ours would have something to 
furnish to the suppliers beyond their bare orders and the suppliers 
would fill our orders with reasonable expectation that their inventories 
would be replenished by means of these orders transmitted to them. 

Such a plan would go a long way toward solving one of the most 
pressing problems plaguing a small business today. 
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Another problem besetting our business, and I believe it is not con- 
fined to our company by any means, is the lack of ability to procure 
defense orders or subcontracts. I know that our company is not in 
a financial position to retain procurement specialists to range the 
country and to contact the different procurement officers in an en- 
deavor to secure defense orders or subcontracts. I also know that our 
position is not unique in this respect. Most small companies simply 
do not have enough money to embark upon such a line of endeavor. 
All the small companies need the business because of the fact that they 
are small and also because they are small they cannot afford Nation- 
wide representation to procure it. 

In reaching a solution for this problem, we would suggest that 
there be opened in each State a procurement office so that all the small- 
business men in an area would come to a nearby central office and find 
procurement facts, figures, and specifications of all items currently 
needed for national defense. Personal contact by the operators of 
small business with a procurement official who knows the defense 
requirements would go a long way toward solving this particular 
problem. 

Finally, another materials problem facing small business is the 
lack of financial help to small business when it is needed. As it has 
already been stated, it is sometimes necessary to carry on the payroll 
certain employees who are not gainfully employed because of the 
shortage of materials but who would be hard to replace. Until the 
materials arrive, rather than lose these valuable employees, it is 
necessary at times to keep them for periods because it is the lesser of 
two evils. 

Also because of the shortages, products are not finished in due 
course and as a result are not paid for generally until complete so 
that the financial structure of many small businesses is seriously 
weakened because of this waiting period. Again, if a small business 
were fortunate enough to procure a defense contract it would be gen- 
erally necessary to spend money to change over or to expand in order 
to fulfill this defense contract and this would create financial problems 
which would be extremely difficult to resolve. Under the circum- 
stances, it would seem advisable that some sort of Government agency 
should be set up which would render quick and efficient financial help 
to small business during these trying times. Such a set-up would 
enable a small-business man to hold his head above water and to make 
his contribution to our defense and civilian economy. 

We believe that if these suggestions which have been made or some- 
thing similar to these suggestions were adopted, small business in this 
urea would be immensely helped and by helping small business I be- 
lieve you would help America. 

Mr. Mutrer. I think you got an answer to part of your problem 
on the financing this morning. You heard what was said by Mr. 
O'Donnell, of RFC, and what I said about procurement officers being 
able to help finance contracts. 

Mr. McGuirx. Well, Mr. Congressman, I think that is only a 
partial solution to the problem. 

Mr. Mutter. I agree. That is why we introduced H. R. 1600. 

Mr. McGutrx. I believe if this hearing is of help and assistance in 
aiding the passage of that bill, the meeting will not be in vain. 
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Mr. Mutrer. One other thing—with reference to getting contracts, 
you know in selling the Government your problem is no different than 
trying to sell private industry. You would not sit back, I am sure, 
and wait for private industry to come to you for orders. You did 
not wait for the Rhode Island University to come to you. You went 
to them when you heard there was a job around. It is the same thing 
with the Government. You have to knock on their doors and get 
yourself listed. Are you listed with any of the procurement agencies? 

Mr. McGurirx. Yes; we have filled out the green card for NPA, ask- 
ing that we be notified of any contracts in our particular field. 

Mr. Mutrer. Mr. McGuirk, let’s take that for a moment. NPA 
and the Department of Commerce, which has some 6,000 information 
outlets, is your secondary source of information. The procurement 
offices notify Commerce and they notify everybody in the areas. If 
you were listed with each of the procurement offices, you would get 
direct notices for invitations to bid and for contracts. 

Major Wuarron. Have you applied to your ordnance officers and 
district engineers ? 

Mr. McGumx. Not yet. 

Major Wuarron. Unless you are listed with the purchasing agent 
of a purchasing agency, whether a civilian or military agency, you 
can have no hopes to obtain a contract. I think I speak for the civilian 
agencies as well as the military agencies, because our purchasing offices 
work in a similar manner. Unless you go and tell that purchasing 
officer—I do not mean you have to go in person. 

Two small-business men within the last month told me they had four 
to six defense contracts in the last year and they contacted those 
agencies by mail. One is a man who does not speak English very 
well. He has only lived in this country some 6 or 8 years. He was a 
victim from Holland who decided that he could live better in our 
country. He is becoming an American citizen. But he purchased 
into his cousin’s business. That man who cannot speak English very 
well found out that by sending a letter describing his business com- 
pletely to that purchasing agent, he could do business with them. 

I believe a great many of our small-business men do not realize that 
they have to tell the Government what they have and what they can 
do for the Government. 

Mr. Mutter. Mr. Tanner’s office right here in town can give you the 
information and the address of every one of those various procure- 
ment offices in each of the divisions of the services, each of the depart- 
ments. And, as Major Wharton has indicated, you do not have to go 
there to register yourself. You do not have to go there necessarily 
to get the contract. They will invite you to bid and negotiate and 
you can negotiate by submitting a bid. Then someone will telephone 
you and say that your bid was too high and ask you to cut it. You 
talk back and forth that way until you arrive at a price. If you then 
«iy the lowest price and are qualified to do the job, you will get the 
job. ;' 
Mr. McGurrx. Mr. Congressman, just recently we sent a letter to 
Washington in reference to one of the requirements listed on that daily 
sheet. It was a first request and, in accordance with the directions 
on the top of the page, we asked for specifications, samples, and so on 
and so forth. We received the quotations back with no information 
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whatsoever about the product. We received no information except 
that such and such a trestle was required—period. 

Mr. Mutter. Can you give us the number of that invitation ? 

Mr. McGuirk. I do not have it with me now. 

Major Wuarron. What was the agency ? 

Mr. McGuirk. I do not remember. 

Mr. Muvrer. If you will give that information to Major Wharton 
we will find out why you did not get sufficient information. 

Mr. McGuirx. That has happened within the past week and 
half. 

Mr. Mutrer. That kind of specific we would like to know about so 
we can check through on it and find out why somebody fe!l down 
on the job and you did not get everything you should have gotten 
oemuniie so as to be able to bid. 

Mr. Met Guik. Experience of that type prompts us to say it would 
be better to have an agency here where we could go in personally and 
talk to somebody who knows what is needed and between us we can 
work out something. Quite often correspondence is not satisfactory, 
although at times it will accomplish results. I still believe we ought 
to have a procurement agency or information center here in Provi- 
dence where we can go in and find out. 

Mr. Mu rer. I think your State and city are large enough to 
warrant that. 

Mr. McGuirk. Quite often the guiding light of a small company, 

the president or general manager, is the man who knows more about 
the business than “anybody else, but he is a small-business man and is 
needed here most of the time. He cannot get away for long periods. 
That is why I insist that we ought to have somebody here where we can 
get the information rather than trusting to the mail and to the file 
clerk and getting it from at least a secondary source right here in 
town. 
Mr. Foranp. I am in wholehearted support with the suggestion 
that you have made, and Mr. Monahan has made, but I also happen to 
be a member of the Ways and Means Commitee that has a difficult 
job of raising money, and I am sure all of you men here realize the 
ome going on throughout the country relative to cutting Gov- 
ernment expenses. If we are going to provide the services—and I 
am for it—I hope you will help us to get the revenue to get it. 

Mr. McGuire. I think our increased business would pay the taxes 
necessary to take care of those expenditures. 

Mr. Motrer. That has been the history of our country. 

Mr. McGurrk. There is nobody here who would resent paying the 
extra taxes if he got the money to pay the taxes. 

Mr. Foranp. That is the theory on which I operate. I wish most 
of you could sit at my desk and read my mail relative to the expendi- 
tures in Government. I have maintained that you have to have ex- 
penditures if you have service. You have to have service to get busi- 
ness and you have to have business to get the money. It is a run- 
around proposition, but all of us should face the facts and realities. 
We have to pay for that service. 

Mr. McGuirk. I think you will find that most of the men here, 
small-business men, know, because of the fact that they are running 
a business, that you have to spend money to make money and give 
service in order to be able to receive payment for those services. 
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Mr. Mutter. I bet there isn’t a small-business man in the roon 
who would object to paying 77 percent out of his income for taxes if 
he were in that high bracket. 

Mr. McGuiex. I wouldn’t. 

Mr. Tanner. I want to say that, regarding procurement, we have 
had the manual in the office for some 4 years, and there are manuals 
in the office of the port and industrial development authority and the 
chamber of commerce, and we have called on businessmen—500 of 
them—to come into the office to learn what the Government is pur- 
chasing and the names and addresses of those individuals who are 
the procurement officers. For the last year or so, a year ago March, 
we have been receiving the awards, listing awards of $25,000 and 
over which come in from our Chicago office. Every day there is a 
synopsis of bids, listing the invitations sent out by the various pro- 
curement offices. In addition to that, I personally called on a great 
many manufacturers and business houses in our district to inform 
them on procurement and things available. So, if anybody cares to 
look at that manual, we will be glad to have them come in. A good 
many of your representatives have been in and reviewed that and 
learned what the Government is purchasing. 

Mr. Byrnes. Mr. Tanner has pointed up this synopsis which comes 
out daily. Wherever you find reference in that synopsis to the Gen- 
eral Services Administration’s proposed invitations, I have them in 
my office from all over the country. It will not be necessary to send 
out to any other region for listed invitations. They are provided 
and available in our office in Boston. 

Mr. Muvrer. What is the Boston address? 


Mr. Byrnes. Room 620, Post Office and Courthouse Building. That 
is the Federal Building. 
Mr. Mutter. I sincerely trust that the oe) ements of the local 


press here will give ample publicity to the address and the local office, 
as well as the information available here. Those who want informa- 
tion can be served at these places. 

Major Waartron. The Department of Defense set up a small busi- 
ness office approximately 2 years ago with the hope of aula to 
American businessmen, particularly small-business men, what the 
Department of Defense could do to help them. We have gotten some 
letters in this area in that time. We put out booklets: How To Sell 
the United States Army, How To Sell the Navy, How To Sell the 
Air Force. We represent all of the defense agencies. I happen to 
be an Army officer. I am also a representative of the other agencies. 
We are all in the Department of Defense. We have all sorts of lists 
giving the addresses of every purchasing officer within all of the 
defense agencies throughout the country. All you need to do, aside 
from using your local offices, is write to our office and tell us the 
product which you think you can make for the Government, and 
we will send you a specific list of the people who normally purchase 
that kind of product. 

More than that. If you have special problems, we will try to give 
you the name and the telephone number of the man you want to talk 
to, and it doesn’t matter whether it is in Los Angeles, Calif, or 
whether it is in Maine. We will try to get you the correct name or 
the correct agency to contact. 
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Our office has operated for almost 2 years. A great many of the 
contracts that small business have been able to get throughout the 
United States have been assisted by just such a service as this. We 
will gladly help you in any way possible. It is true that we are only 
a part of the defense agencies; but if we feel your problem is one 
which General Services or one of the other civilian agencies can best 
serve, we will certainly tell you where to contact those people. We 
work very closely with all of the civilian agencies, too. 

I believe, Congressman, that might be of assistance. 

Mr. Mutter. How do they contact your office ? 

Major Wuarton. Our address is Military Procurement Informa- 
tion Office, Room 334, Old Post Office Building. 

If you are in Washington and need us to help you there, it is at 
Twelfth and Pennsylvania, on the third floor of the Old Post Office 
Building. Our telephone number is Liberty 5-6700, extension 66151. 

For those of you who used to visit us in the Pentagon, we have 
been moved downtown so we would be a little more available to busi- 
nessmen who come to Washington. You do not have to come there 
for us to give you any information you want. We will try to get it 
for you. Send usa letter, and I can assure you we answer all the letters 
we get, in spite of what they said about some Government mail. 

Mr. Murer. The pamphlet you have in front of you—How To 
Sell the Army—is that the revised edition ? 

Major Wuarrton. That is right. 

Mr. Murer. That is available if they want it? 

Major Wrarron. Yes. You just have to write for it. In the back 
of this Army pamphlet there is a listing of all the purchasing officers. 
The revised edition has pages listing the main purchasing offices of 
all defense agencies. That is, Army, Navy, Marine, and Air Force. 

Mr. Muurer. Mr. Dalmas, would you like to make a statement at 
this time? 

Mr. Damas. I just had a telephone call from our office in Wash- 
ington about a new policy that has been inaugurated by the Chairman 
of the Defense Production Administration, William H. Harrison. It 
is a recommended policy statement. It does not have the force and 
effect of law as yet. 

As you know, these hearings were started about a month ago, in 
March. Since that time we have had, on April 6, a statement from 
the Administrator of the National Production Authority about in- 
creased help for small business; on April 5 we had a new procurement 
defense mn Fo statement from the Department of Defense to assist 
smal] business; and now we have an announcement from one of the 
= agencies of the defense program; that is, the Defense Production 
Administration. 

Our office is mailing us copies of this statement by air mail, and 
they expect them to be here before the day is over. I would like to 
get one in the record and also have the newspapers publicize it if they 
will. Inessence, Defence Production Administrator William H. Har- 
rison today announced interagency agreement on a recommended six- 
point program to bring small business more effectively into the de- 
fense drive. 

One of the high lights of the policy is to bring into the mobilization, 
as a prime contractor, subcontractor, or parts supplier, every qualified 
producer who can be used; to find and use small plants; to give small 
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producers full information on how to get military business ; and to 
encourage subcontracting by big suppliers. ; 

Then it goes on with eight breakdown recommendations. 

May I say, Mr. Chairman, that Mr. Fleischmann’s statement—for 
NPA —the defense policy statement on April 5, and Mr. Harrison’s 
plan announced today are all bits, more or less, taken from the Small 
Defense Plants Act which has been proposed by this committee. 

Mr. Muurer. Thank you, Mr. Dalmas. I think that should reassure 
some of you that your Government and its representatives are genu- 
inely and sincerely trying to help you solve your problems. 

The next witness is Mr. Sam Heyman, president, Universal Con- 
verting Corp., New Bedford, Mass. They are manufacturers of 
aluminum summer furniture. 


STATEMENT OF SAM HEYMAN, PRESIDENT, UNIVERSAL 
CONVERTING CORP., NEW BEDFORD, MASS. 


Mr. Heyman. My name is Sam Heyman. I am president of the 
Universal Converting Corp., of New Bedford, Mass. 

Mr. Foranp. This hearing is also serving southern Massachusetts 
as well as Rhode Island. 

Mr. Heyman. For which we are grateful. 

Mr. Murer. The country always recognizes that Rhode Island is 
never selfish. 

Mr. Heyman. Ladies and gentlemen and honorable Congressmen, 
New Bedford is a city of 110,000 people, whose principal industries 
are textiles, needle trade, electrical capacitors, and fish-filleting op- 
erations. These industries employ predominantly women. 

Our company began to manufacture summer furniture in the fall 
of 1946. Our product, made of light aluminum and canvas or plas- 
tic, was a brand-new item in the country. The attached catalog de- 
scribes the items currently manufactured, in detail. The public re- 
sponse was, happily, highly favorable, and we enjoyed a phenomenal 
growth. In the calendar year 1947 our sales amounted to $738,417.32; 
in 1948 our sales amounted to $258,628.94; in 1949 our sales amounted 
to $442,045.89: in 1950 our sales amounted to $741,866.89. Our plans 
for 1951 called for sales of $1,800,000 worth of products. We were 
going to become big business. One distributor alone, in June 1950, 
had given us a contract for $900,000 for 1951 delivery. Accordingly, 
additional space was acquired, increasing the plant from 22,000 square 
feet to 40,000 square feet; machinery was purchased and operations 
were stepped up. Of course, NPA changed all this and curtailed our 
present operations considerably. 

The 30-day NPA relief order issued April 2 did little to help, as 
the primary producers of aluminum require 60 to 90 days for process- 
ing orders. Furthermore, as our product, furniture, appears on list 
A of regulation M-7, which, incidentally, I am told has been revised, 
but we do not have the latest copies yet, further manufacture will be 
forbidden after June 30,1951. In that event, our company is doomed, 
This will result in the loss of jobs of 100 men. Since our company 
employs only men in a city where there has always been a large num- 
ber of surplus male help, the impact on these men and their families 
would be that much more severe. 
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To avoid liquidation of our company, we proceeded to investigate 
the possibility of obtaining war contracts or subcontracts, as our 

lant could be used to turn our products such as medical, dental, and 
10spital items, ship berths, airplane bucket seats, litters, folding 
chairs for field offices, ordnance tube bursters, and so forth. We first 
enlisted the aid of all our salesmen, requesting them to ferret out 
subcontract business in their respective territories. I then personally 
visited the following Government agencies and registered our com- 
pany with them: ' 

Quartermaster Corps, Chicago, Ill.; Ordnance Department, Chi- 
cago, Ill.; Medical Corps, Brooklyn, N. Y.; Aviation Supply Depot, 
Philadelphia, Pa.; Signal Corps, Philadelphia, Pa.; Quartermaster 
Corps, Boston, Mass. ; Ordnance Department, Boston, Mass. ; Aviation 
Supply Depot, Boston, Mass. ; Subcontract Office, Boston, Mass. ; Navy 
Purchasing Office, Boston, Mass.; Army Corps of Engineers, Boston, 
Mass. 

We have also subscribed to Federal Procurement and Subcontracts 
and have examined all bids offered, religiously. We have prepared 
a brochure of our plant facilities, personnel, and products, a copy 
of which is attached, which was forwarded to every aviation company 
in the United States, every automobile company in the United States, 
numerous electrical companies, and to an assortment of prime con- 
tractors, whose names came to our attention. We have bid on nu- 
merous subcontracts and prime contracts to date, but without success, 
although we have many irons in the fire, 

The cost in money and time of this endless and fruitless chasing 
about has been considerable. It is doubtful whether our company can 
continue to do this much longer. During this chase, of course, a small 
business like ours is deprived of the essential services of one of its 
few key executives. 

I would like to respectfully suggest to the committee the following: 

1. That after the armed services have been taken care of under 
CMP, the remainder of the aluminum, which, incidentally, is the 
product we use exclusively, available be distributed for civilian use, 
ach company to receive a share in proportion to its prior usage. If 
a company used 100,000 pounds during a certain period, and if only 
40 percent of the aluminum is available for civilian use, this com- 
pany would be allowed to use 40,000 pounds during that equivalent 
period. 

Y. That the defense agencies give more weight and consideration to 
small-company bids. 

3. That the Government allow a price differential between the 
large company and the small company on war contracts to compen- 
sate for tooling and set-up. Obviously, a small company must spend 
as much money as a large company to make a specific product, while 
the quantity involved may be much smaller. This results in a slightly 
higher piece price. 

4. That the Government form an agency whose duties would be to 
follow through on the above three suggestions, and who would also 
marshal small business to the proper sources with a minimum of 
chasing around. This agency will also act as a local clearinghouse 
for both prime contracts and subcontracts. 


86267—51—pt. 2 28 
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Incidentally, some of the suggestions so far offered have already 
been more or less started, and some of the things mentioned are al- 
ready taken care of. 

Mr. Muurer. Thank you very much for that statement. Inciden- 
tally, your recommendation No. 1 does not go far enough in our 
opinion to help the small-business man. If you are employing 100 

ople now and you need 100,000 pounds of aluminum to keep them 
ean you are not going to be able to keep those men busy with 40,000 
pounds of aluminum unless you found a substitute. It has been our 
thought that the small-business man should get a larger percentage in 
accordance with his prior usage in order that he can keep his plant 
together and his facilities running. How that can be worked out, of 
course, at this moment, I do not know. 

Mr. Herman. We believe that this 40,000 pounds would keep a 
company such as ours alive, although we coud not employ 100 people 
at the moment. However, we might be able to retain the nucleus of 
our organization while we are attempting to obtain some subcon- 
tracts. If our subcontracts or prime contracts should be available 
in time, there would be no change in our employment status. How- 
ever, if our business is not able or lucky enough to get a subcontract, 
then, of course, with no aluminum allocated to us, we must close up 
shop. 

Mr. Murer. I do not mind telling you that—and I won't take the 
credit for the committee and the others assembled here—that, follow- 
ing an executive session of our committee with the various top officials 
of the Government agencies, the aluminum order was post poned twice. 
If the Government has luck and gets the aluminum needed for the 
defense effort, we may be able to postpone it for an indefinite time. 

Mr. Heyman. The time allotted to obtain aluminum has been too 
short for us. By following the law specifically we find ourselves 
unable to get aluminum in the short 30-day postponement allowed. 

Mr. Muvrer. Do you have enough aluminum on hand to keep going 
to the end of June? 

Mr. Herman. No; we do not. We are trying to get some. If the 
law is relaxed, we may be able to get some. 

Mr. Mutrer. The last postponement was for 60 days. 

Mr. Heyman, have you contacted your local NPA officials and asked 
them to try to assist you ? 

Mr. Heyman. We are now in the process of doing that. We are 
preparing a petition for relief. 

Mr. Muvrer. They are set up to try to help you and they will if it is 
possible. 

Mr. Tanner. The M-7 order has just been extended again into the 
third quarter, and they are cutting back the allowable use to 50 
percent, and we will be glad to furnish you with a copy of that. The 
copies are supposed to come today. We have our press release copies, 
but not the supply for general distribution. This is the third time 
that has been extended. 

Mr. Heyman. If we can get our 50 percent share, we will continue. 

Thank you, gentlemen. 

Mr. Murer. In the meantime, we hope you will get some of those 
Government contracts. 

Major Wuarrton, Was this the brochure you sent to the various Gov- 
ernment agencies that were listed ? 
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Mr. Heyman. Yes. 

Major Wuarton. That is a very excellent brochure, but the only 
trouble with that is that none of these agencies are purchasing any 
of these things here. I realize that they should understand that you 
can make similar things if you can make those. The main things 
they are interested in are your facilities, your floor space, your plant 
capacity. 

Mr. Heyman. We have that in an attached letter of transmittal. 

Major Wuarron. Which you do not have. 

Mr. Heyman. It is attached. 

Major Wuarron. When you went to see these agencies—— 

Mr. Heyman. We gave them a complete listing. 

Major Wuarron. Because civilian products such as these are not 
being purchased by the military, as you realize. Unless you can con- 
vince them you can make some small piece, no matter what it is, of 
Government equipment, the brochure to a purchasing agent will not 
be of a great deal of help. 

Mr. Herman. Not only did we give them a listing, but we have 
actually quoted on numerous direct ‘contracts, such as Army lighters. 

Major Wuarron. Do you know how you stood on those / 

Mr. Herman. We followed through on a few of them. 

Major Wuartron. Where were you on your bid? 

Mr. Herman. The tube burster bid—we were about eleventh or 
twelfth. The lowest bid was $6.33. I think we were $12.50. The 
material cost was $6.28. We meals further inquiries and we found 
that the $6.33 bid did not get it, but it passed on to the Doehler Die 
Casting Co., whom I was told got the bid for something like $10.50, 
I do not remember the exact price. We were just slightly above the 
accepted bid, but considerably above the lowest bid, which was, we 
think, ridiculous anyway. 

Major Wuarron. By law, the purchasing agent must normally take 
the lowest bid. There are certain conditions under which he does not 
take the lowest bid. If the facilities which are shown show the lowest 
bid to be absolutely impossible, then, of course, that can be thrown 
out, as in your case evidently it was. 

Have vou checked on any of the other bids you have made? 

Mr. Heyman. I haven’t followed through on all of them, Major. 
We checked on a few of them. That one I remember specifically. 

Major Wuarron. If you have a question concerning them, we might 
help you discover what you may want to know as to why you have 
not received them. 

Mr. Herman. The procurement agencies in every case answered 
us and told us we were a little high in most cases. These were direct 
bids and not negotiated bids. We haven't had an opportunity to quote 
on a negotiated bid. We had no opportunity to revise our bids. 

Major Wuarron. Most of the items which you named have been 
procured under advertised bids. 

Mr. Mcuurer. You sometimes will send in a bid that looks like an 
advertised bid and you will be called on it. It follows through for 
negotiation without your being told that it is a negotiated bid. 

Mr. Heyman. Nothing would make us happier. 

Mr. Mvvrer. Did you hear Mr. Byrnes give the address of the Fed- 
eral Supply Office in Boston this morning ? 

Mr. Heyman. No; I do not think so. 
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Mr. Mutter. Mr. Byrnes, wa yen give us that address again, please, 
of the Federal Supply Oflice ? 

Mr. Byrnes. Federal Supply Services of the—— 

Mr. Mutrer. Of the General Services Administration. 

Mr. Byrnes. Room 620, Post Office and Courthouse Building. That 
is coded Boston 9 

Mr. Mutter. I think you should register with that. Some of the 
items are items which they may buy under general specifications. 

(The letter dated March 5, 1951, and attached information on 
Universal Converting Corp., together with catalog, were received as 
an exhibit and will be found in the files of the subcommittee. ) 

Mr. Mutrer. The next witness is Mr. George Thacker, president, 
Cape Cod Venetian Blinds, New Bedford, Mass. They are manu- 
facturers of steel and aluminum venetian blinds. 


STATEMENT OF GEORGE THACKER, PRESIDENT, CAPE COD 
VENETIAN BLINDS, NEW BEDFORD, MASS. 


Mr. THacker. I am George Thacker, president, Cape Cod Venetian 
Blinds Co., New Bedford, Mass. 

I would like to present this short statement that I have here. Most 
of the things have been corrected in the new orders that have come 
out on M-7. They help me out quite considerably. 

Mr. Mutter. They have been extended beyond June 30. They have 
been extended into the third quarter. 

Mr. TuHacker. Sixty days; yes, sir. 

I will read this off. 

Gentlemen: Military requirements are imperative and come first, 
but progress at the front reflects the confidence of the people at home. 
The issuance of Aluminum Order M-7 certainly puts an end to the 
confidence of the venetian-blind manufacturers at home. This order, 
along with curtailments on all our other supplies, threatens the very 
life of our business, and it is businesses like ours that are so vitally 
needed for the success of our great country today. 

More important to the foe than a military victory would be an 
internal collapse of our economy, and the failure of many small busi- 
nesses like ours may be the beginning of this collapse so desired by 
our enemy. ‘Therefore, why should we be considered as nonessential 
and cut out entirely from our share of aluminum ? 

We appreciate being allowed an allocation on steel, but this alloca- 
tion was derived from a certain percentage of our purchases from the 
previous vear during January and February. Anyone with a knowl- 
edge of the venetian-blind industry knows that is a very seasonable 
business and the ver y lowest sales are during January and Febr uary, 
and our allocation for steel has been based on our purchases of these 
2 months. 

Now, this leaves us with no aluminum and little steel for the manu- 
facture of our products. 

It is because of this that we are forced to turn to you for other means 
of support, such as defense work or substitutes which we are tooled 
to manufacture. 

We do not immediately know just what we are prepared to make 
without some knowledge of what is wanted. This we are unable to 
find out due to the lack of proper contacts or outlets. 
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We would greatly appreciate any assistance or information in pro- 
curing Government defense orders or the increase in the materials 
allocated to us for our own production. 

Mr. Mutter. I think we have answered many of your inquiries with 
the information given today. 

Mr. THacker. You have. 

Mr. Mutter. The base period fixed by the regulation, if it creates 
an undue hardship for you, there are regulations set up so that you 
can go to NPA and file a petition for relief because of hardship. 
They are taking a period when you were very slack and the industry 
generally was that way, and you can get a proper period as the base 
for your allocation. 

Mr. Barruetr. Yes. And Mr. Tanner will assist you to help you 
prepare such an appeal. 

Mr. Tanner. It is just a letter form explaining your petition. On 
aluminum and copper they have a special form. 

Mr. Tracker. We have been cut something like 40 percent, another 
percentage on steel. We have had to lay off our help, and when you 
lay them off today it is hard to get them back again if you do get 
anything. 

Mr. Mutter. The regulations with regard to steel apply to all steel 
users, and they had to have a base period; but, if you show in your 
industry they have taken the wrong period and it does not give you 
enough of an allocation on which to operate, they will be glad to 
correct that. 

Mr. Tracker. Thank you. 

Mr. Murer. Thank you, Mr. Thacker. 

Next is Mr. George R. Frankovich, executive secretary, New Eng- 
land Manufacturing Jewelers and Silversmiths Association. 

Mr. FranKovicu. I would like to request that this be a three-part 
affair. These gentlemen with me are Mr. Laycock and Mr. Husserl. 


STATEMENTS OF GEORGE R. FRANKOVICH, EXECUTIVE SECRE- 
TARY, NEW ENGLAND MANUFACTURING JEWELERS AND 
SILVERSMITHS’ ASSOCIATION; H. LEON LAYCOCK, TREASURER, 
FULFORD MANUFACTURING CO., PROVIDENCE, R. I.; AND HENRY 
HUSSERL, GENERAL MANAGER, RHODE ISLAND STAMPING CO., 
PROVIDENCE, R. I. 


Mr. Franxovicu. My name is George R. Frankovich. I am the 
executive secretary of the New England Manufacturing Jewelers and 
Silversmiths’ Association, whose offices are in Providence. This or- 
ganization has within its membership some 350 manufacturers of low- 
and medium-priced jewelry. Although the vast majority of our 
membership is located in this Providence, R. I., and Attleboro, Mass., 
area, additional members of this industry are in the New York-New 
Jersey area and other parts of the country. It is quite appropriate 
that our association office be located in Providence, and appropriate, 
too, that the case of the low- and medium-priced industry be pre- 
sented to you gentlemen in Providence. This is the greatest jewelry- 
producing center in the world. 

We are makers of popular-priced jewelry. We utilize the base— 
now unfortunately termed “strategic”—metals to make our jewelry, 
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often finishing them with the precious metals. We should not be 
confused with the soualaineaieeail jewelry industry located in the New 
York area. We make few items of karat gold, practically none of 
platinum. We use no diamonds or precious stones, for semiprecious 
stones. We utilize, to a fairly great extent, mass-production tech- 
niques to produce this popular, low-priced, non-precious-metal 
jewelry. 

There are approximately 1,800 manufacturing jewelry firms in the 
country. They employ approximately 47,000 people. One-half of 
the membership of this association employs fewer than 25 people 
per plant. Over 90 percent of this industry can be classified as 
“small business” by the official Government interpretation; that is, 
fewer than 500 people per firm. As an industry, I believe it can be 
said that we are one of the last true bulwarks of small manufacturing 
business in the country. 

I am sure that you gentlemen are quite well acquainted, or at least 
have become so in your recent travels, with the many problems that 
small business is now experiencing as the country again girds itself 
for war production. I will not take time to enumerate the disad- 
vantages of small business in this defense-production program, but 
will say that we are typical of small manufacturing business, and the 
problems that we are experiencing are as great as, if not greater than, 
those experienced by other small-business industries. 

I wish instead to describe the rather unique position of this partic- 
ular small-business industry. We make a product which some term 
to be “nonessential” or certainly “less essential.” The amount of con- 
version necessary, therefore, for this industry, in order that it may 
make tools of war, is somewhat greater than practically any that I 
can think of. In spite of this Fact, we were able to prove during 
World War II, with practically an unparalleled effort and determina- 
tion, that we could attain at the height of the war a conversion to 
war products of 70 percent of our man-hours. 

I would like to bring your attention to this booklet which I have 
enclosed with my testimony as one effort we have made to try to 
bring war work to this area and to the industry. 

This industry is extremely proud of that record and in fact believes, 
with what it had to overcome, that it is truly phenomenal. 

The prime materials of this industry are copper, nickel, and tin. 
We normally use some quantities of steel, alumimum, and zine. Our 
prime metals are now known as some of the most highly strategic 
and some of the most scarce. We have been virtually denied the 
use of copper, nickel, tin, and cadmium, and are having trouble ob- 
taining permission to use substitutes—steel and zinc. At the moment 
we have permission to use lead, but our supplier has not permission 
to furnish us lead. When I speak of metals, I am talking about less 
than 20,000 tons per year for the whole industry. We do not believe 
there are many industries in the country that have more metals prob- 
lems today than we do. 

When to this rather frightening combination of difficulties, experi- 
enced by the fact that we make a less essential item out of strategic 
metals, is added the fact that we are also highly concentrated in this 
Providence-Attleboro area, our industry problem begins to become a 
community problem. Of the 47,000 people employed in this indus- 
try, almost 33,000 are employed within 20 miles of where we sit today. 
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Weare the second-ranking industry of Rhode Island. Approximately 
one-third of the population of Providence is dependent directly or 
indirectly on jewelry. Jewelry is the mainstay of several important 
communities in nearby Massachusetts. While unemployment in this 
industry would have little effect on the Nation as a whole, except to 
deprive it of a potential war-product producer and a producer of an 
important civilian morale item, mass unemployment in the jewelry 
industry would wreak economic havoc in this community. Now that 
we have some picture as to the pattern of metals orders, it is obvious 
that in the near future this industry, as its inventories become de- 
pleted and substitute materials increasingly difficult to obtain, must 
severely curtail its civilian production. In the last 2 or 3 weeks many 
lay-offs have occurred in the industry. One or two plants have shut 
down. The situation can but get more and more critical as the weeks 
and months pass. 

Collectively and individually this industry has literally scoured the 
country for defense contracts. We have been to literally thousands 
of procurement agencies and prime contractors. The booklet enclosed 
with my testimony is evidence of what can be produced by the industry 
and is an example of one approach we have used to attempt to get war 
work. The story is the same everywhere. A small-business industry 
such as ours, which needs the major conversion that we need, cannot 
fit into this current phase of the war-production picture. That has 
been our conclusion after many months of almost heartbreaking 
effort. With few exceptions, there are no jewelry plants that have 
any substantial number of man-hours in war production. The vast 
majority have no war work whatsoever. 

We fully realize the difficulties of fitting small business into this 
war-production picture. We fully realize the difficulty in giving spe- 
cial treatment to companies whose conversion problem is as difficult 
and complex as ours is. We do not and will not subscribe, however, 
short of all-out war, to any policy that would sacrifice en masse small 
consumer-goods industries such as this jewelry industry; nor are we 
willing to stop our production while other makers of consumey goods 
continue to turn out the greatest volume of civilian merchandise in 
our history. 6 

In a most sincere effort to be objective, we shall offer a two-point 
program that we believe will overcome some of our current difficulties. 
We believe this program can become a permanent one. We visualize 
it as working in conjunction with the controlled-materials plan sched- 
uled to go into operation July 1 of this year. The suggestions we 
offer—incidentally, one of them was just offered by Mr. Harrison in a 
statement he made to the press—although never pursued to their final 
conclusion in the past, have been proven esa: We believe this 
program will be of great assistance to many small consumer-goods 
industries such as ours and will keep these industries, so vital to the 
American economy, from being trampled in the dust of the larger, 
more defense-suited industries as our mobilization program progresses. 

I would like to ask Mr. Laycock to take up the first point of that 
two-point program. 

Mr. Foranp. Before we proceed further, I would like to commend 
Mr. Frankovich and the members of his organization for the splendid 
work they have done. All through World War IT, I found the jewelry 
industry one of the most cooperative groups of men that I had the 
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opportunity to work with. They understood the problems. They 
were anxious to keep their help employed. They were anxious to 
help the defense effort. When the Korean incident broke out, they 
immediately set to work to see what they could do to convert their 
plants onto war work while at the same time maintaining their busi- 
ness as well as could be done, so as to keep their employees in their 
industry at work. 

The people who work in the jewelry industry are more or less skilled 
people, and it is difficult for them, once they lay them off, to get them 
back into the industry again. During the war they did a nice job, and 
now they are doing a nice job, as you can see from the brochure they 
left here. 

I recall when I attended your annual dinner, Mr, Frankovich, you 
had the same plates in larger size pasted on bulletin boards, and the 
members of the industry were invited to look at them and see what 
they could do to help the war effort and at the same time keep their 
businesses going. 

I am also aware of the fact that your industry has appointed a man 
who seems to be doing nothing but trying to make the necessary con- 
tacts you have just mentioned so as to keep your industry going. 

I want to especially compliment your organization on the type of 
suggestions that you have made to the Federal agencies, many of 
which are coming into reality from time to time. 

I did not want to let this opportunity pass without paying that 
compliment to you and to your group, 

Mr. Franxovicu. Thank you, sir. We are indeed grateful and 
gratified. 

Mr. Mvuurer. Thank you, Mr. Forand, for that statement. I know 
we will do all we can to assist you and other industries in the area to 
get into this effort and to do your part, as you are so willing to do. 

Mr. Laycock. My name is H. Leon Laycock. I am the treasurer of 
the Fulford Manufacturing Co., of Providence, R. I. My firm em- 
ploys about 175 people. We have been in business for 60 years. We 
make jewelry findings and a finished line of ladies’ handbag locks, 
ornaments, and accessories. About 98 percent of the metal we have 
used in the past few years has been a metal cover@l by M-12, the 
copper order. We use no precious metal whatsoever. Approximately 
90 percent of the items we make are on the prohibited lists of the 
copper order and the nickel order. 

As a result of the restrictive provisions of these orders, our use of 
new metals came to a virtual standstill on the Ist of March. Since 
then, we have been operating on our inventories, which in a matter of 
weeks will be depleted to a state that will curtail our manufacturing 
operations to but a mere fraction of last year and previous years. 

My organization, like many in the neighborhood, has done its ut- 
most. to obtain war work. While we have not been completely un- 
successful in this respect, fewer than 20 people of the 175 now working 
at Fulford are employed on this type of production. The difficulties 
we are experiencing are not unlike the difficulties experienced else- 
where in the industry. ‘ 

It became apparent several months ago that we must intensify our 
search for acceptable substitutes for the copper-base alloys we are 
accustomed to using. After considerable study, we determined that 
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our acceptable substitute, if we could get it, is steel. I say “acceptable” 
advisedly. Ferrous metals on the exposed portion of a ladies’ hand- 
bag, subject to both weather and deterioration because of contact with 
the body, offer grave marketing difficulties. Our tools are built for 
softer copper-base alloys. Our maintenance problems will be a, 
plied several fold. W hile the use of steel presents great obstacles, 

is within our power to at least partially overcome these obstac = 

The problem of supply is in a much different category, After sev- 
eral months of investigation and after literally hundreds of frantic 
phone calls, I finally located some steel the other day, but I do not feel 
that I am in line for congratulations. I found this steel in Chicago, It 
was cold-rolled steel that generally sells for about 8.90 cents per hun- 
dred. It was offered to us at 20.50 cents per hundred. With the pres- 
ent price restrictions on our products and with other costs increas- 
ing in leaps and bounds, we simply cannot pay this price. 

Our firm, a brass user, has little contact with steel distributors. We 
are not known. We get the story everywhere that they cannot take 
‘are of new customers. They are having difficulty taking care of 
their old ones. I have called my friends—bankers and others who 
have no connection with the manufacturing business—to see if they 
could put me in contact with someone who could furnish us with 
steel. We still have no steel. 

In an effort to look ahead, to see what our prospects may be in the 
near future, I have studied the controlled-materials plan as it oper- 
ated in the last war and as announcements from NPA say it is to 
operate this summer. I have tried to visualize the effect of this pro- 
gram on my business. I understand that copper, steel, and aluminum 
will be the metals allocated under this program. I understand that 
industry will be divided into three parts: No. 1, “defense industry” ; 
No. 2, “defense supporting”; and No. 3, “less essential.” I can foresee 
that my company will be one of the many scrambling for whatever 
metals are left for group 3. 

I have tried to visualize our organization, our purchasing agent, 
bidding against the purchasing ability and purchasing power of the 
large companies. I know that our present metals situation will not 
improve. The automobile companies, the appliance companies, users 
for years of thousands of tons of steel, now great makers of defense 
items and defense-supporting items, will be consuming an enormous 
tonnage. With this, I cannot have and do not have a dispute. First 
things must come first. Their size suits them to defense production, 
and our first responsibility is to supply materials to the defense 
producers; but I can also see, as the purchasing agent for these com- 
panies puts down his demands for defense and defense- supporting 
business which must be filled by the steel companies, how easy it will 
be for him to come away with practically all of the pot that is marked 
“For less essential users.” Our civilian products are probably no 
more nor less essential than are the civilian products that he will be 
producing together with his defense items. Our chance, however, 
of getting our share of the very small pot that is left will be less 
than little. 

As point 1 of this two-point program, I should like to offer a pro- 
posal that was tried during the last war. I understand that the one- 
stratum priority system is rapidly breaking down and will be replaced 
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shortly by several strata. I would like to suggest that a concrete 
plan for the assistance of small business be a part of this priorities 
system. I do not advocate the setting up of a new agency. I do not 
advocate the printing of a series of booklets. I suggest instead a 
priority rating of lesser importance than the AA priority rating for 
the defense project or the A rating for the essential civilian industry. 
A rating just below these levels should be established and this rating 
extended to small businesses on their individual appeal and on their 
individual demonstration of true hardship through pronounced un- 
employment, that these companies may have a first crack at the re- 
maining small pot of materials left when the defense industries and 
defense-supporting industries have obtained their requirements. 

I am under no illusion that this priority rating would solve the 
problems of small business in the mobilization program; I believe it 
can be helpful in placing those small businesses on a more even, not 
equal, but on a more nearly equal competitive basis with the large 
users of metals who have mass purchasing power and mass purchasing 
ability. I believe positive, affirmative action is necessary to keep the 
metal left for civilian industry from following its natural course— 
the course of metal going to the big defense and defense-supporting 
industries. Unless small business is given some type of priority rating 
to assist it in obtaining these metals, the equality-of-sacrifice theory 
to which we subscribe will have been dealt a severe and in many cases 
fatal blow. I believe that our Government has been making a fairly 
conscientious effort to preserve and help small business. I cannot 
help but feel, however, that this program has to some extent lacked 
the vitality and the plain down to earthness that will make it a 
success. This proposal is offered as a concrete, practical solution to 
one of the many problems now facing small business that will un- 
doubtedly be aggravated in the near future. 

Mr. Mvutrer. Mr. Bartlett, would you want to make any comments 
on Mr. Laycock’s problem as he presents it ? 

Mr. Bartierr. I think the witness has an excellent suggestion with 
regard to the allocation of the civilian portion of the critical materials. 

Mr. Laycock. It is very important to us if we are going to get any. 

Mr. Barrtuerr. It is a little different approach than we have had on 
this subject, and I assure you it will be taken into consideration in 
setting up our allocation program. 

Mr. Laycock. We will appreciate it if it is taken into consideration 
and particularly if something is done on that. 

Mr. Murer. I want to take exception to your statement, Mr. Lay- 
cock, that you use no precious metals whatever. Ordinarily we look 
upon gold and platinum as precious, but today in the war effort copper 
and other strategic materials are enormously precious. 

Mr. Laycock. We will grant you that. 

Mr. Franxovicn. The price is becoming comparable, too. 

Mr. Mutter. That brings me to the second point you raise. You 
were asked to pay 20.5 cents per hundred for something that was sup- 
posed to cost 8.9 cents per hundred. Is that over the ceiling? 

Mr. Laycock. I do not know what the ceiling is which they are 
allowed, but I would say 20.5 cents per hundred is a black-market 
price. We have purchased steel and paid 18 cents a pound for it just 
in order to stay in business. 
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Mr. Mutter. I trust you and everyone else will, as you come across 
items being offered at over ceiling, if we are going to save this econ- 
omy of ours, for which we are ready to go to war and fight to defend, 
help rout out the enemies here at home and send these black marketeers 
to jail wherever you come across them. If we all cooperate together 
pr realize that this is an all-out effort, we can accomplish the purpose 
we have in mind to sustain and maintain this free-enterprise system 
and all our liberties. Let’s take the fellows who try to tear down at 
home and put them where they belong. If you pass that information 
along to the OPS oflices, give them the lead, they will do the rest. 
They will get the evidence. Tell them who is doing these things and 
let them follow through. 

Mr. Laycock. Is it possible for these black marketeers to establish 
a ceiling price to enable them to quote prices such as that? Is there 
a legal means by which they can establish those prices ¢ 

Mr. Hosan. It seems to me unlikely that anyone could have such 
a gap between a price of 8.9 cents, which you ordinarily pay, and 20.5 
cents. So I would like to get together with you and with Mr. Franko- 
vich on it afterward. We all know each other, so we can take care of 
this matter and any leads they can furnish us would be invaluable. 

Mr. Mutrer. The last suggestion, which I am sure you do not need 
from me, is that I remember during World War II you couldn’t get 
metals for handbag locks, and so forth. They devised plastic and 
wooden handles for the bags, and things of that kind. I am sure you 
have that in mind. If you can substitute other materials for the stra- 
tegic materials, you will do so. 

Mr. Laycock. Our best substitute would be steel, and I also wonder 
whether you gentlemen are aware that we are being offered steel from 
abroad at a price of 1614 cents a pound. 

Mr. Murer. We have had that called to our attention. Certainly, 
if we are going to have ceiling prices on the domestic products, we 
should have ceiling prices on the imported products. We should not 
permit them to import products and offer them at a price out of line 
to our domestic prices. 

Mr. Frankovicn. Do you extend that to the strategic metals which 
are in the end product ? 

Mr. Murer... Yes. 

Mr. Franxovicn. I say that because there was jewelry coming in 
with strategic metals that competed with our substitute metals. 

Major Wuarton. Have you recontacted these people with whom you 
did business during the last war? 

Mr. Franxkovicu. Yes. 

Major Wuarron. They do not have business to give you again? 

Mr. Franxovicu. We had a prominent radio-parts producer. We 
found they had reduced their workweek to 4 days. We got very little 
from them. 

Major Wuarton. Yours was entirely subcontract work, I take it? 

Mr. Franxovicu. Almost entirely; that is right. 

Mr. Mutter. Mr. Husserl. 

Mr. Husserv. My name is Henry P. Husserl. I am the vice presi- 
dent of the Rhode Island Stamping Co. My firm employees about 
28 people. We have been in business for 29 years. We make jewelry 
Sadiags, ornaments, and spring rings and also do contract stamping. 
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All metal we have used in the past few years has been copper base 
a metal covered by M—12, the copper order. We use no precious meta 
whatsoever. Seventy-five percent of the items that we make are on 
the prohibited list of the copper order. 

As a result of the restrictive provisions of this order, our use of new 
metals came to a virtual standstill on the lst of March. We have been 
since then operating on our inventories which will be depleted in a 
matter of weeks to a State that will curtail our manufacturing opera- 
tions to but a fraction of what it was last year and in previous years. 

My organization, similar to Mr. Laycock’s, is truly a small-business 
organization as you can see from our employment statistics. We have 
some advantages over the usual jewelry firm in obtaining war work, 
in that our machinery is somewhat more automatic and somewhat 
more suited to mass production than is that of the average jewelry 
house. It was, therefore, with some optimism that I embarked, just 
about 10 months ago, on a rather intensive program aimed at a pro- 
curing of Government work for my firm. I was willing immediately 
after Korea to sacrifice some of my civilian production in order to 
participate in the defense effort. I was well aware of the fact, at 
that time, that there was no profit involved in such contracts and that 
often administrative work actually netted a small firm a loss for their 
efforts. I did, nevertheless, foresee that metals cut-back orders could 
have rather severe repercussions on my company and therefore deter- 
mined to allot some percentage of my production to a continuing Gov- 
ernment business. 

I have had some opportunities, particularly lately, of submitting 
bids. My experiences were almost amusing, were not the continuing 
results of such bidding so potentially dangerous to firms of my type. 
1 went to Government procurement agencies and wanted to submit 
bids on restricted work. I was told that I could not even see the 
prints until I was cleared for security. When I attempted to get 
cleared, I was told that no action would be taken until a bid had been 
submitted. 

I submitted bids to prime contractors, as have many others. After 
spending days working out the bids in tool costs and design, I was 
told that the prime contractor decided to perform the work himself. 
It seemed like an excellent method for a prime contractor to check 
his costs at our expense and effort. To shorten up on a rather long and 
involved and not too humorous story, I went round and round and 
round and got no place. 

I believe that the one factor that makes it so difficult for the bulk 
of small industry to sympathize whole-heartedly with the materials 
control program and to cooperate with that program is found in the 
seeming lack of interest in small business exhibited by both the Gov- 
ernment and the prime contractor in enabling him to participate in 
the procurement program. 

I feel that now is the time when the effect of metals controls has 
dealt my company a severe blow, and, now that I am laying off workers 
and leave my machines idle, that the Office of Small Business of the 
NPA be authorized to include a procurement division instead of the 
existing procurement assistance division. I believe this organization, 
among other things, should have the mission of taking procurement 
assemblies and larger procurement items and of breaking these items 
down into component parts. I think this same agency should be 
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charged with the procurement of those sub-assemblies and parts and 
that it should be required that that procurement be through smaller 
war plants or potential war plants. This agency should not be beg- 
ging to the procurement agencies for these assemblies. ‘The procure- 
ment agencies should be directed to make available a percentage of 
their requirements, that are particularly suited to small business and 
particularly suited to breakdown, to the above-mentioned procure- 
ment division of the Office of Small Business. I believe this to be one 
strong aggressive measure that’s needed to make this mobilization 
program ‘effectively include small business. 

Using the effective controls as measured by unemployment in any 
given area I submit that this smaller war plants organization as well 
as other procurement agencies be required to divert work not only 
to areas whose unemployment picture is bad, such as ours, but to spe- 
cific plants in that area who have felt a disproportionate impact from 
metals controls orders. ‘The program announced about a year ago with 
its purpose to divert Government procurement to so- called distressed 
areas is the general policy that I am recommending today. It is pos- 
sible that some may refute this by stating that this may result in less 
efficient plants getting a contract and result in a possible increase in 
the cost of the defense effort. ‘This possibility should be faced; it is 
present. It is possible that for the small amount that is needed to keep 
distressed organizations intact there would be, in some cases, some in- 
crease in price due to perhaps the less efficient methods of some smaller 
plants as opposed to the more efficient methods inherent in some of the 
bigs. I do not say that in each case this necessarily follows. It is often 
possible for a small plant to outbid a big manufacturer on certain 
parts because of his proportionately smaller overhead. However, let 
us say that the possibility exists that in some cases the Government will 
be paying more for defense work by this practice. It should be re- 
membered that the net cost both in preventing a decrease in gross na- 
tional products, in preventing unemployment benefits, and the net 
cost of keeping intact these once thriving potential defense indus- 
tries, cannot help but result in a saving. Again this must be a prac- 
tical, workable, aggressive program. Both the procurement agencies 
and the smaller war plants groups must be charged with the respon- 
sibility for its effectiveness. We believe that the program as outlined 
by Mr. Frankovich, Mr. Laycock, and myself is not an unrealistic one 
for the Government to contemplate and to take up at this time. We 
believe it to be a highly practical solution to some of the problems of 
a small business industry such as jewelry. 

We do not come here as pleaders for special interests. We are 
not asking for favors. We do believe that the effect of metals con- 
trols and the effect of the procurement methods now being used by 
the Government puts the small business, particularly those making 
consumer durable goods of metal, at a decided disadvantage. We 
firmly believe that it is as much the responsibility of the Government 
to correct this situation by affirmative action as it is its responsibility 
to control the scarce materials now needed for war production and to 
procure the items necessary for defense. 

If you have any questions now, gentlemen, any one of the three 
of us would be more than happy to answer them. 

Mr. Mutrer. Mr. Husserl, I would like to have you give us the 
name and the address of the agency that first told you you must be 
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cleared and then told you you couldn’t be cleared until you got a bid, 
until you had an invitation to bid. 

Mr. Hussert. There were several of them, 

Mr. Murer. We would like to have them so Major Wharton can 
get the information to us as to why you got that run-around, It is 
definitely contrary to the intent of Congress and to the policy of the 
Defense Deparment. 

Major Wuarron. Mr. Chairman, would you like for me to clarify 
very briefly what the security policy of the Department of Defense is? 

Mr. Murer. Yes, please. 

Major Wuarton. For your information, if you are interested in 
bidding on what we term classified work or classified contracts, you 
may ne eed to be cleared, true, before you see the blueprints or the 

specifications for this work; but it is up to the purchasing agent of the 
agency with whom you are talking to get that clearance for you. He 
requests the clearance in order that he may talk with you concerning 
that contract. For your own information, it would be well to know 
that because that is the Department of Defense policy. The pur- 
chasing agents see to it that you are properly cleared. 

Mr. Hussert. That is not the problem. As an example, we went 
to Picatinny Arsenal and the purchasing officer there said, after we 
gave them a list of our facilities, that we had facilities to make several 
items they needed. Then they asked whether we had been cleared. 
I said “No.” He said, “You cannot be cleared until you have suc- 
cessfully bid on certain restricted items.’ 

Mr. Motrer. That is ridiculous. 

Major Wnarron. That is quite ridiculous, as the chairman states. 
It is up to the agent purchasing whatever they wish to discuss with 
you or purchase from you if it is a classified contract, to see you are 
cleared, and they make the request. 

Mr. Mutrer. Did you leave your literature there ? 

Mr. Husseri. Yes. 

Major Wuarrton. I will check with Picatinny on that. 

Mr. Hussert. We had a little difficulty with Boston as well. 

Major Wuarron. Do you have specific information on the bids or 
items that you could let me have ? 

Mr. Hussert. No, we haven't. They would not give it to us. 

Major Wuarron. They would not discuss it with you? 

Mr. Husseru. No. 

Major Wuarron. I will check it. 

Mr. Muvrer. At both offices, both Picatinny and Boston? 

Mr. Hussert. These purchasing agents take the line of least resist- 
ance in talking to people who have been cleared only. 

Mr. Mutrer. If that is his attitude, he doesn’t belong there, and I 
am sure the Department of Defense will agree with me. It is his duty 
to serve his country and he will serve it best by having as many people 
as possible within security limits bid on these projects, so the Govern- 
ment gets the best qualified people, and he cannot tell you off by telling 
you you are not cleared and not try to get you cleared. We will follow 
through and get a report on that, and I am sure we will get that item 
cleared up. . 

Major Wuarton. What is your address, Mr. Husserl ? 

Mr. Hussert. Rhode Island Stamping Co., 5 Mason Street, Provi- 
dence, R. I. 
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Major Wuarron. I think the other questions you raised had been 
answered more or less in general language during the course of the 
morning. 

Mr. Mutter. Did you want to say something at this time, Mr. 
McCormick ¢ 

Mr. McCormick. Yes, sir. I think it refers to a witness before 
this one, Mr. Chairman. It involved the question that came up about 
the import of steel at high prices. 1 think you questioned the point. 

Mr. Muurer. Mr. Laycock, I think Mr. McCormick may have some- 
thing to contribute to the question you raised with reference to steel. 

Mr. Laycock. I am all ears. 

Mr. McCormick. About the question of imports and the high price 
of the imports and the apparent lack of control of imports, 1 may 
say, Mr. Chairman, I think you raised the question in the discussion 
that there is a regulation being prepared and should be approved 
in a week regulating both imports and exports. It is supposed to 
be a very important regulation. It will cover the whole situation 
and should have a lot of bearing in keeping more in line prices of 
imported steel. 

Mr. Morrer. We will look forward with interest to it. 

Mr. Frankovicn. Does it apply to materials or also included 
finished goods ? 

Mr. McCormick. I haven't conferred, frankly, with our attorneys 
in Washington on this, but, as I read the explanation of this regula- 
tion, it covers all imports and all exports. 

Mr. Frankovicnu. | feel it would be rather inconsistent to include 
just materials. We would be at a disadvantage again. 

Mr. McCormick. | am sure it is all inclusive. 

Mr. Muurer. Let me say that we will try to hear everybody who 
wants to be heard before we leave here today, whether your name 
is on the prepared list or not. 

(The brochure submitted by the New England Manufacturing 
Jewelers’ and Silversmiths’ Association will be found in the files of 
the subcommittee. ) 

Mr. Mutrer. The next witness will be Edwin C. Brown, secretary 
and treasurer, Rhode Island State Federation of Labor. 


STATEMENT OF EDWIN C. BROWN, SECRETARY-TREASURER, 
RHODE ISLAND STATE FEDERATION OF LABOR, PROVIDENCE, 
R. I. 


Mr. Brown. Lam Edwin C. Brown, secretary-treasurer of the State 
American Federation of Labor. 

Honorable chairman and gentlemen of the United States House of 
Representatives Committee on Small Business, the work you and your 
committee is now engaged in deserves the support of all the citizenry 
of the country. 

Of recent date, big business is doing a disservice to the entire country 
by monopolizing the emergency production and manpower program. 
Throughout the emergency agencies, representatives of big business 
hold the reins. The small--business man has been left out and he is 
only receiving lip service. 

I do not wish to make this appear as a tirade against Charles Wilson 
and his defense mobilization program, but the fact remains that this 
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program has ignored one of the most important segments of the busi- 
ness world—that of providing for and protecting the small-business 
man. In this over-all program, there should be an agency to care for 
the needs of the small-business man and manufacturer. The little 
fellow cannot have a personal representative in Washington as does 
big business. Your committee could do something about such a situa- 
tion. 

You should recommend that a small-business man’s committee be 
established in each procurement agency with sufficient authority to 
alleviate the suffering of the small manufacturer and also assist him 
in obtaining emergency work and the materials with which to produce 
the commodity. This agency need not be a new creation. It could be 
within the United States Department of Commerce. At present, the 
Commerce Department has offices located in most industrial areas and 
have trained and experienced personnel to carry out the functions 
required. Big business has been granted contracts by negotiation. The 
little fellow must compete through competitive bidding. If and when 
he does receive a contract, he is faced then with the almost impossible 
task of obtaining the required material to produce the commodity. 

The priority provision does not solve the problem. Provisions 
should be made that when a contract is granted, sufficient material 
also be made available to produce the commodity. All the plant 
facilities in Rhode Island will not fit into the emergency program and 
we feel that some program should be devised to permit a certain 
amount of civilian production to continue. This civilian production 
will require some of the scarce materials. If brass, copper, and steel 
are as tight as reported, then there is not much hope. However, this 
aspect should be thoroughly investigated and if such shortages are 
as stringent as reported, provisions should be initiated for expansion 
in this field. 

Early in World War II, the shortage of aluminum was a serious 
threat to the security of this country. But with Government subsidy, 
the Reynolds Aluminum Co. was able to enter into the aluminum man- 
ufacturing field and expand so that adequate supply of aluminum was 
assured. In some instances, extensions have been granted local metal- 
forming industries but this procedure is piecemeal and a definite allo- 
cation of material program should be promulgated. Recently, it was 
announced that five new plants were to be constructed for the expan- 
sion of one of the largest electrical concerns. There are many small 
concerns that would handle these emergency contracts. However, 
big business was again favored by plant expansion. 

This committee and Congress must meet its obligation to protect all 
segments of the country. Therefore. it must help the small-business 
man so that he will not be forced out of existence. 

Also another field should be investigated and that is the manufacture 
of new machinery and equipment. It should be Government’s obliga- 
tion to be certain that all available machinery and equipment is fully 
utilized before this machinery could be duplicated by new. ‘This ac- 
tion would save much material and many hours of manpower. Ar- 
rangements could be made to rent the machinery of the small manu- 
facturer rather than let it remain idle while a new duplicate is being 
manufactured. 

One of the most important services this committee could perform is 
that of helping to prevent the abolition of the RFC. If there have been 
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some questionable practices within this agency, it does not signify that 
the aims and purposes of the agency are wrong. Reorganize and let the 
agency continue so that the small-business man will have an agency to 
which to turn for plant expansion and conversion in this emergency 
period. 

The citizens of Rhode Island and the members of the American Fed- 
eration of Labor deeply appreciate this visit of your committee and 
this expressed interest in our economic program. I hope that the in- 
formation furnished you by the witnesses will help you in helping us. 

The American Federation of Labor in Rhode Island pledges 100 per- 
cent cooperation in your efforts and we stand ready to serve and assist 
in any way to alleviate the suffering or the eradication of the small- 
business man. 

I might add, Mr. Chairman, there have been some gratifying results 
and I think it can be attributed directly to the work of vour committee, 
because in the current issue of Business Week I see they have carried 
some notation about hearing the small-business man. As I have heard 
reported here this morning the military agencies have a!so come around 
to thinking and realizing that the small-business man 1s an important 
segment in the community. 

Mr. Mvtrer. Thank you very much, Mr. Brown. 

I think you know now, as you have indicated, that in almost every 
one of these emergency agencies, as well as in the various divisions of 
the Defense Department, there is a small-business agency to help 
small business. They know the Congress meant what it said in the 
Defense Production Act of 1950 in section 701 (a)—that small busi- 
ness should be helped. Our committee has felt that no certificate of 
necessity should be granted to expand large business until small-busi- 
ness facilities are used, and only if they are used up to the fullest 
extent are they permitted to expand further. 

I am happy to know about your sentiments in connection with RFC. 
Very few people realize that even loans that have been attacked have 
been paid back with full interest. It has been a money-making agency 
for the Government. There has been a net profit to the Government. 
The important thing is that most of the loans were small loans to 
small-business men and without that, with the banks having refused 
to make the loans, those men and those small businesses would have 
gone out of business and RFC saved them. I know RFC will be ina 
position to save many businesses in the days ahead. 

Mr. O’Donnewi. I want to thank sincerely Mr. Brown for his 
complimentary remarks, Mr. Chairman, I want to thank you. Un- 
fortunately, we have heard too few of them recently, and I personally 
appreciate them. 

Colonel Tuomas. I agree 100 percent with most of the things Mr. 
Brown has mentioned, but there is one thing on which he is incor- 
rect. That is his assumption that, when the President proclaimed his 
state of emergency in December 1950, one of the first things that was 
determined was that in order to speed up the base of production and 
to assure more firms having a part in the war production, we would do 
away with formal advertising as much as possible and increase the 
use of the negotiated bid. In January of this year $660,000,000 of 
consummated contracts were reported to the Munitions Board. Of 
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that total of $660,000,000, 84 percent of all contracts included therein 
were negotiated and, oddly enough, 70 percent of those contracts went 
to small businesses. 

Mr. Mutrer. Was that the percentage of contracts ? 

Colonel Tuomas. Contracts. The dollar value is 26 percent. 

Mr. Brown. The dollar value is out of proportion. 

Colonel Tomas. That is true. The dollar percentage goes inevi- 
tably in favor of big business. That is inevitable because of the very 
nature of big business, but all three services are working definitely to 
get negotiated contracts. On one tank contract, for instance, that I 
happen to know something about, 191 subcontracts were farmed out 
and 70 percent of that was for $20,000 or less. That represents a defi- 
nite endeavor to get more business into the hands of small-business 
men. 

I am a small-business man, even though I am wearing this sack suit. 

Mr. Damas. For the record, in Jauary and February 1951, the 
armed services negotiated 95 percent of their procurement dollar value. 
Of that 95 percent of negotiated procurement, small business received 
14 percent, according to the definition in the Armed Services Procure- 
ment Act. 


STATEMENT OF LEO BRYNES, PEERLESS PRECISION PRODUCTS C0., 
PAWTUCKET, R. I. 


Mr. Brynes. My name is Leo Brynes, Peerless Precision Products 
Co., Pawtucket, R. 1. 

While I am a member of the Small Business Advisory Committee of 
the Department of Commerce, I would like to speak as an individual 
businessman. I am the treasurer of Peerless Precision Products. 

{ have heard some glowing reports on RFC, and I would like to 
inject here a dissenting vote on the handling of loans to small business 
by RFC. Due to the large amount of detail and paper work, from 
actual experience I say that RFC, unless they completely revise their 
existing procedures, which existed not too long ago, I am afraid that 
small-business men will no longer be existent if it requires 2 to 4 months 
to get a “yes” or “no” on an RFC application. 

I therefore recommend that a plan similar to the Bimson ane be 
used. That would give to small business assistance up to $25,000, 
using the FHA title 1 plan where the banks would then be the loaning 
agency. The banks are in a better position to use character, which, I 
believe, is the essential part of a loan tosmall business. They ave better 
suited to evaluate the necessity of continuing that particular business in 
the community where it happens to be. And I cannot see a business- 
man going to Boston, oon all of the required time processing all 
of the reams of paper necessary to obtain a loan. 

In my opinion, RFC is a wonderful institution. I believe it has a 
place. I am not saying that we should abolish it, but I do believe, if 
we are to help small-business men, we must remove loans up to $25,000 
from RFC hands. 

Mr. Muvrer. President Truman recommended a plan similar to 
what you had in mind for legislative enactment; but, unfortunately, 
the Korean conflict came along and it had to be set aside. That is now 
within the four corners of H. R. 1600, which we hope to get passed. 
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The next thing you mentioned was the 2 to 4 months’ waiting period. 
If you have any specific instances of that kind of delay, I wish you 
would give names and addresses and application numbers, if any, to 
Mr. O'Donnell, and he will be very happy to check through on them 
and find out why they are being book 

On the other question again, while 1 would like to see—and I know 
Congressman Forand would like to see—a local office of RFC, I have 
my doubts as to whether or not there is enough business here to main- 
tain a local office. All through the years since RFC was brought into 
being, this entire area was served by Boston. I know business has 
fallen off to a tremendous extent in RFC. Of course, that is some- 
thing they will have to determine. If the business, the demands, the 
applications here warrant setting up another oflice here, with the 
expense necessarily entailed, I am sure they will do it. 

Mr. Brynes. To further my talk, not more than a year ago RFC 
had an official make the statement that RFC was not set up primarily 
to aid industries that would be defense-supporting industries, but he 
explained that RFC primarily was set up to give loans based on 
actual capital structure. If that is still the policy, I cannot buy RFC. 

Mr. O'Donnewi. May I make a couple of comments! In the first 
place, I think the witness must recognize the fact that a bank can make 
an unsecured loan. You can walk into a bank this morning and, if 
the bank knows you, you sign the note and the money is deposited to 
your account that afternoon. 

In the law under which the RFC operates, Congress required that 
the loan be a secured loan, secured by tangible assets—land, buildings, 
machinery, equipment, and things of that nature. So, by the very fact 
that it is a secured loan, it is impossible to consummate a loan in 1 day. 
I don’t condone for 1 second the fact that it took from 2 to 4 months, 
but you must recognize that, because of the security requirements 
which are in the RFC Act and by which we are bound, it is going to 
take a little time to make a title search, to record the instruments, 
and things of that nature. Weare talking about a secured loan in the 
real sense. 

Mr. Mutter. You must get your appraisers; you must appraise the 
property on which you are giving the loan. 

Mr. O’Donnet. That is right. Over the entire country we took 
a survey a year or so ago, and the average time was approximately 
25 days to consummate a loan. Some GI loans were closed in 5 days. 
In Montana during the wintertime it might take 6 months, with the 
combination of snow and correspondence and everything else that is 
involved. 

With respect to the comments made by one of the officials of our 
Boston office within the last year, I would like to clear that up. The 
RFC law under which we are presently operating is a peacetime law 
and is rather rigid in its security requirements. So, until the Congress 
or the President, by this Executive order that I discussed earlier this 
morning, liberalizes the provisions and permits us to make loans 
against the assigninent of a Government contract, which is in contem- 
plation now, there is nothing within the four corners of the law which 
would permit us to deviate. We are still bound by the peacetime law 
which up to this moment has not been changed. That was what the 
official had in mind, 
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Mr. Byrnes. What do we do now with these industries vitally 
affected? People are not going to get materials after July. In many 
cases can they afford to wait? It is financial assistance which is essen- 
tial. Ninety percent of the cases will be determined on the basis of 
financial assistance, whether they stay in or go out. The amount of 
financial assistance they get and the expediency with which they get 
it will decide that issue. 

Mr. O’Donne.i. Recommendations have been made on that score. 
We do hope that this Executive order will be signed by the President 
within a very short period of time, which would permit us to do that 
job. Other than that, the only recourse is congressional action; and, 
of course, that has been presented to the Congress. Various bills have 
been presented to alleviate this situation. These hearings are bring- 
ing out the fact that such action is necessary, but it requires legislative 
action. 

Mr. Datmas. I am sure Mr. O'Donnell does not mean to give the 
impression that the order is now before the President for signature. 

Mr. O’Donne tt. I do not. 

Mr. Datmas. It is before the Bureau of the Budget, which is pres- 
ently circularizing the agencies, which must pass on each Executive 
order and advise the President before he signs it. 

Mr. O’Donneti. Thank you for the correction. I did earlier this 
morning explain fully that it was before the Bureau of the Budget 
for consideration. We cannot anticipate whether the President will 
ever sign it. That is a determination that has to be made by him. 
It is being considered at this time. 

Mr. Murer. We hope to accomplish that purpose either by legisla- 
tion or by Executive direction of the President. 

Mr. Byrnes. May I add this particular instance that did happen 
in this particular RFC case. In this particular case, after 4 months, 
this chap was finally granted a loan in 3 days by a local bank. He 
had made application to RFC; but, fortunately, he was able to start 
with another bank and in 3 days received the same amount of money 
from a local bank that it took 4 months for RFC to say “No” on. 

Mr. Muvrer. That is not the fault of RPC. Before he can qualify 
for a loan with RFC, he must be turned down by the bank. The 
fact that the bank will make a loan in three days merely means that 
the bank can do that whereas RFC cannot. 

Mr. Byrnes. That is why I feel a plan similar to the one I men- 
tioned would be the proper plan to adequately help small business. 

Mr. Muurer. And we on this committee appreciate that. That is 
why we are sponsoring legislation to help bring that about. 

Mr. O'Donnetit. We have found—and this never appears in the 
newspapers—that, after the applicant has been turned down by two 
or three banks and the RFC makes its credit survey and says that a 
loan will be made, the bank will ultimately decide to make it after 
we have spent 2 or 3 weeks or a month making a case. After we 
agree to make the loan, the bank decides it is a loan it will take itself. 

Mr. Byrnes. That wasn’t involved in this particular case with the 
RFC at all. 

Mr. Mutrer. At this time, we will recess for lunch and we will 
reconvene at 2 o’clock. 

(Whereupon, at 12:50 p. m., the hearing recessed to reconvene at 
2 p.m. of the same day.) 
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AFTERNOON SESSION 


Mr. Mutter (presiding). May we come to order, please. 

This morning Mr. Dalmas directed our attention to the new direc- 
tive that came out of the Defense Production Administration. I have 
the full text of that in front of me now. Let me read briefly from it 
and then we will make the entire item a part of this record. 

The four points of the new policy as outlined by DPA Adminis- 
trator William A. Harrison are as follows: 

1. To bring into the defense effort on a prime contract, subcontract, 
or purchase-part basis every qualified producer who can be used, so 
that orders can be spread across as wide a base as possible. 

2. To find and put to use the productive facilities of small firms. 

3. To give small manufacturers all necessary information concern- 
ing Government needs and the steps they should follow in obtaining 
subcontracts as well as prime contracts. 

+. To develop and install procurement procedures which will en- 
courage prime contracts to subcontract to small firms the maximum 
amount of business possible. 

Then the Administrator implements that policy by recommenda- 
tions of eight specific steps to be followed by all of the agencies in 

bringing about and effectuating the desirable results from that policy. 
I will make the entire item a part of our record. 

(The release by the Defense Production Administration referred 
to is as follows:) 


[Press release] 


Defense Production Administrator William H. Harrison today announced 
adoption of a new four-point procurement policy to increase participation of 
small business in defense production. 

The policy, Mr. Harrison said, has been accepted by all Government agencies 
concerned with defense procurement and production. The policy was developed 
by the DPA Production Executive Committee, jointly with the DPA Small Busi- 
ness Executive Committee composed of representatives of defense agencies con- 
cerned. 

Mr. Harrison said the policy was the result of many weeks of study and dis- 
f cussion by Government officials, including consultation with officials of both 
a large and small firms throughout the country. The four points of the policy were 
§ outlined by the DPA Administrator as follows: 
pi 1. To bring into the defense effort on a prime contract, subcontract, or pur- 
' chase-part basis every qualified producer who can be used so that orders can be 
+ spread across as wide a base as possible. 

- 2. To find and put to use the productive facilities of small firms. 
3. To give small manufacturers all necessary information concerning Govern- 

ment needs and the steps they should follow in obtaining subcontracts as well as 
prime contracts. 
’ 4. To develop and install procurement procedures which will encourage prime 
i contractors to subcontract to small firms the maximum amount of business 
4 possible. 
: To carry out the procurement policy, Mr. Harrison said, the two DPA com- 
: mittees have recommended the following eight specific steps: 
4 1. Contracting officers should require contractors to state in bid or negotiation 
; whether or not additional facilities, either buildings or equipment, will be neces- 
j sary to accomplish the work. If the contractor requires a certificate of neces- 
sity or priorities assistance, it is to be submitted to NPA for clearance prior to 
further negotiation with the contractor, with the understanding that no com 
mitments are to be made to the contractor pending such NPA approval. The 
intent of this recommendation, the committee said, is to assure that business is 
channeled to existing facilities before expansion of facilities is considered. 

2. Each service should review its requirements and designate specific items 
suited for distribution among a number of contractors. Such items, whenever 
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possible, should be procured by competitive bidding, or, if this method fails, by 
negotiation. To fully encourage competition in negotiation, lists similar to 
bidder lists are to be used in choosing sources of supply. Advance notice must 
be given of intent to negotiate, and adequate time is to be allowed prospective 
suppliers to prepare proposals. The purchase information will be included in 
the daily procurement synopsis issued by the National Production Authority. 
Procurement is to be broken into two or more lots, and multiple awards made 
wherever appropriate and feasible. 

3. Contracting officers should obtain agreement with suppliers that subcon- 
tracting will be used wherever possible. 

4. Prime contractors should be provided with incentives to subcontract to the 
maximum degree possible. The committee pointed out that attempts to hold 
down profits which may be earned on subcontract work to a level below that 
which normally obtains in a commercial practice nullifies the objective of spread- 
ing the contracts. Current cost-analysis practices, the committee explained, 
tend to discourage subcontracting by allowing less administrative costs, overhead 
costs, and profits on subcontracted portions of prime contracts on the theory that 
it is less costly to the prime contractor to administer subcontracts than to do 
the work in his own plant. The committee concluded this tends to encourage 
prime contractors to build as much as possible of the completed product within 
their own plants. 

5. The Department of Defense should authorize payment of justifiable price 
differentials to accomplish the objective of keeping intact the facilities of small 
business. This should include such steps as utilization of marginal producers 
and the payment of transportation penalties where necessary. 

6. The Department of Defense should review its M-day production-alloca- 
tion program with a view to broadening, wherever possible, the number of 
eligible contractors. This is a list of producers known and inspected by the 
Defense Department as capable of supplying military items. It is used as an 
aid by the contracting officers in locating sources of supply. 

7. Defense Production Administration, National Production Authority, the 
Department of Defense, and all production and procurement agencies should 
continue existing programs of technical aids, production services, and con- 
tracting and subcontracting assistance to small business. 

8. These agencies should undertake a coordinated program of information 
concerning the basic objectives of small-business participation in defense pro- 
duction and the means by which this can be accomplished. This should in- 
clude these steps: 

(a) Widely publicize the methods of Federal procurement so that small con- 
cerns will know where to go for assistance in obtaining contracts. 

(>) Encourage all businesses similarly to publicize their need for subcon- 
tractors and the methods of their subcontracting activities. 

(c) Institute a program of education forums and exhibits to expedite the loca- 
tion of additional suppliers. 

In order to measure the effectiveness of the policy, Mr. Harrison said periodic 
reports are to be submitted to DPA by the agencies concerned. Summaries 
will be made public from time to time, reporting the progress of small-business 
participation in Federal procurement, he said. 

The Small Business Executive Committee consists of John C. Pritchard, Deputy 
Administrator for Small Business, Defense Production Administration, Chair- 
man; the General Manager of the Atomic Energy Commission, and representa- 
tives from the Department of Defense, the Munitions Board, the General Serv- 
ices Administration, and the Defense Transport Administration. 


Mr. Muurer. Major Wharton, I think you have some further infor- 
mation you would like to impart to us at this time. 

Major Wuarron. Thank you very much. The Boston Ordnance 
District has sent over an announcement which they have asked we 
make forthem. There isan Armed Service Procurement Clinic which 
is to be held in Boston from the 14th through the 18th of May. That 
is a clinie sponsored by the Air Force, the Army, and the Navy— 
specifically the Ordnance, Quartermaster, Chemical, and Engineer 
Corps of the Army. 

The New England Council, Associated Industries of Massachu- 
setts, Massachusetts Development and Industrial Commission, Boston 
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Chamber of Commerce, the Small Business Association of New Eng- 
land, and a good many other similar groups are sponsoring this pro- 
curement clinic. It is to be held at the Armory, the Commonwealth 
Armory, at 925 Commonwealth Avenue in Boston. It is to be held 
the 14th through the 18th of May. 

On the 14th the exhibitors will be putting up their exhibits and it 
amounts to prime contractors and major subcontractors putting up 
exhibits of the things which they feel small business can do for them. 

Beginning the morning of the 15th, at 9 a. m., through 5 p. m. of 
each day, and running through the 15th, 16th, 17th, and 18th those 
displays will be available to small-business men. 

The major subcontractors and the prime contractors will be there 
or have representatives there to discuss with you your ability to fur- 
nish those parts or assemblies, and possibly to negotiate with you 
right there on your ability to furnish those items. 

"They will have exhibits of the parts and drawings of them, and 
they will also have people who know the processes and the various 
needs of those services. 

It may be that you will be able to make some contact for future 
business with them right there. 

There are addresses of people you can contact if you need specific 
information from any one of the services, and we have that in case 
you would like to have it. It is obtainable from the Boston Ordnance 
District office. 

Thank you, sir. 

Mr. Mutrer. Thank you, Major. 

Don’t misunderstand this next announcement. We will still ad- 
here to our program of listening to everyone who wants to be heard 
here today; however, if any of you feel that your problem and gen- 
eral inquiries have already been answered by the statements and the 
information given to you this morning, and if you want to file a 
written statement, we will take it in lieu of your testimony. On the 
other hand, if, as I call your name, you want to testify, you may do 
so or if you wish to file a statement now, we will accept the state- 
ment and make it part of our permanent record, which will then be 
perused by the full committee of 11 who constitute this Small Busi- 
ness Committee of the House. 

Our first witness this afternoon will be Mr. Leon L. Sylvestre. Mr. 
Sylvestre hasn’t arrived yet. 

Hr. Harry Cross. 

( No response. ) 

Mr. Albert G. Berghahn. 

(No response. ) 

Mr. Nat Kushner. Mr. Kushner is the business agent of the Retail, 
Wholesale and Department Store Union, CIO. 

Will you sit down, sir, and give the reporter your address. 


STATEMENT OF NAT KUSHNER, INTERNATIONAL REPRESENTA- 
TIVE, RETAIL, WHOLESALE, AND DEPARTMENT STORE UNION, 
CIO 
Mr. Kusuwnrr. I am Nat Kushner, international representative for 


the Retail, Wholesale and Department Store Union, CIO, represent- 
ing the Rhode Island State Industrial Union Council, CIO. 
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Mr. Mutter. You may proceed, sir. 

Mr. Kuskner. Gentlemen of the congressional committee, officials 
of the various departments, and ge ntlemen, speaking on behalf of the 
workers employed in the dive rsified industries, as well as the distribu- 
tive and retail establishments, it is, therefore, the purpose of labor’s 
representative to bring to the attention of the congressional committee 
before whom we appear today, realizing and recognizing the responsi- 
bility of every citizen in the country to cooperate and make its con- 
tribution toward the all-out defense program. However, we must 
not blind ourselves to the problems that confront any number of small- 
business men who find themselves caught between defense productivity 
on the one hand, and an acute shortage of the basic materials curtailed 
for civilian manufacturing. 

It is not the position of organized labor to defend the industries 
that desire to continue their civilian production as such: rather, it 
becomes the labor representative’s duty to point out that this condi- 
tion that exists at the present time makes it necessary that a propor- 
tion of the defense program be allocated to the small-business man 
who finds himself in a very precarious position because he cannot 
obtain materials to continue his regular line of business, nor can he 
get subcontracts for defense work. In this respect, we find the follow- 
ing condition which is becoming more acute from day to day. 

The second major industry in the State of Rhode Island is the 
jewelry industry, where, under normal conditions, 50,000 workers— 
that is the Nation-wide total; only 23,000 are employed in Rhode Is- 
land—are gainfully employed. At the present time, we find the sup- 
ply of tin, nickel, copper, and brass being almost entirely cut off from 
this industry which depends almost solely upon these four basic ma- 
terials. Already we are faced with lay-offs which are mounting 
daily, and if this condition is not corrected, we will firtl that in a short 
time, approximately 75 percent of these jewelry workers are on our 
unemployment rolls. 

Next, we have what is known as the largest industry in Rhode Is- 
land, employing well over 70,000 workers under normal conditions. 
This is the textile industry. Here several textile operators have al- 
ready threatened to close down their mills because of the price ceiling 
situation. This is in connection with the cost of raw materials, par- 
ticularly wool that is imported and has no price ceiling and which 
makes the operating cost far in excess of the selling or the market 
price. Here, too, if defense orders are not forthcoming, we may find 
that a great number of these workers will add to the swelling unem- 
ployment ranks. The smaller steel fabricators find themselves also 
is this squeeze play, and they too are beginning to feel the pinch of 
shortages in the basic materials. 

There are any nimber of other industries which are similarly af- 
fected, and when in the final analysis these small-business operators 
become caught in this web, the communities as well as the State as a 
whole will be affected no end. And this must reflect upon the dis- 
tributive field as well as the retail occupations for, as our unemploy- 
ment rolls become larger, the purchasing power becomes slimmer. 
This, then, must reflect upon the retail industries since it depends 
solely upon a good and healthy economy which is necessary for its 
own survival. The CIO recommends that this committee give ear to 
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the crying needs of these industries so that it may continue to operate 
and employ all of its personnel. 

During World War II, a great number of the jewelry manufacturers 
received prime-defense contracts. They are set up to do precision 
work. Many of the steel-fabricating plants made precision instru- 
ments under our last defense program. It is important not only from 
a standpoint of providing subcontracts for the small-business man, 
but we cannot and must not overlook the fact that to deprive them 
of either a part in the defen-c program or materials for civilian out- 
put is to jeopardize the livelibe x! of tens of thousands, even hundreds 
of thousands, of workers. Tis, then, could lead to a recession and 
possibly a depression. We must not overlook a very important factor, 
and that is that a great number of the workers involved in these in- 
dustries are highly skilled and their skill is in demand at the present 
time in many parts of the country where there is a shortage of skilled 
help. 

Labor stands ready and willing to make its all-out contribution in 
this all-important defense program. It asks for no special favors or 
privileged consideration, but it does ask for an equitable opportunity 
to perform a full day’s work for a full day’s pay. 

From our research department in Washington, we have gleaned the 
following information : 

Small business has been defined in many different ways. All too 
often, organizations of so-called small-business men turn out to be 
fronts for big business or reactionary political groups. 

Legitimate small business forms an important segment of our econ- 
omy and our society. It is from this segment that has come forth a 
good deal of American know-how, inventiveness, and initiative in 
producing and selling new products. We would define small business 
as an enterprise of 500 or less employees, where that enterprise does 
not dominate the market for its products. There are some 4 million 
such commercial enterprises in the United States—retail, wholesale, 
service trades, and manufacturing—of which about 385,000 are in 
manufacturing. 

The mobilization effort has had an impact on small business, espe- 
cially on those engaged in manufacturing. This impact will grow 
heavier as defense production increases. Obtaining raw and semi- 
finished materials in short supply and getting defense orders have 
risen as serious problems, among many others, for small business in 
this mobilization effort. 

We believe that it would be an unwise and dangerous national 
policy to ignore the special problems of small business. As workers, 
trade-unionists, and citizens, we st rongly oppose any aggravated trend 
toward big business monopoly that would follow the death or decline 
of small business. 

We therefore urge that Congress provide the policies and the means 
to safeguard the future of small business and that the mobilization 
agencies effectively administer such policies and programs. Forther 
more, we believe that the mobilization of all our resources behind our 
national defense effort is a necessity so long as the threat of Communist 
aggression exists. The resources of small business, too, should be 
tied in with this national effort. Government policy should not 
exclude small business from the mobilization effort, but rather it 
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should aid small business in integrating itself with the national 
program. 

The controlled materials program, which goes into effect on July 1, 
will result in allocating various percentages of basic materials for the 
production of defense or defense-related products. The CMP plan 
will leave an open-ended percentage of these basic materials—steel, 
copper, aluminum—on a nonalloeated free market basis. This pro- 
gram can potentially create lots of trouble for small business. 

If small business cannot get defense orders, it will not be able to 
obtain basic materials on the basis of Government allocation. There 
will be a violent scramble for that degree of those basic materials 
that are left to free market operations. Under those conditions, it is 
probable that big firms will obtain the major portion of the basic 
materials left open-ended by the CMP plan. Furthermore, possible 
gray-market operations for such materials will push the free-market 
price upward and cause additional difficulties for small business. 

We urge that the CMP plan authorize the allocation of controlled 
basic materials to small business so as to make certain that some per- 
centage of those materials go to small business. This could be Fao 
for individual small business enterprises on the basis of a percentage 
of a base period. 

Unless some percentage of the controlled basic materials is set aside 
for the specific use of small business, we fear that many small-business 
firms will be compelled to shut down. This would hit such firms as 
small fabricators of steel, aluminum, and copper. It would mean a 
loss of jobs for workers, the waste of plant, equipment, and manpower, 
and a loss to our economy as a whole. 

Although figures are not available, it does not seem that small 
business is getting any sizable amount of defense orders. In terms 
of prime contracts, we know that this is true. 

During the first quarter of this year, only about 16 percent of the 
total dollar amount of prime contracts was placed with firms of 500 
or less employees, although about 60 percent of the total number of 
prime contracts was placed with such firms. In other words, the 
quantity amounts to 60 percent, but the dollar value amounts to 16 
percent. It is apparent that small business is getting a fair-sized 
number of very small contracts. 

It is therefore urgent that special attention be given to the problem 
of getting prime contracts to small businesses. It is of at least equal 
importance to develop ways and means of getting large firms with 
prime contracts to subcontract parts of their orders to small businesses. 

Small business is faced with the particularly important problem of 
changing over from the production of one product to another. It is 
essential that the Government aid small business in converting from 
the production of less essential goods to more essential civilian goods 
or defense products. 

Th Governmenf should supply the basis for guarantied loans— 
similar to FHA loans—to small business to assist in the expansion or 
conversion of such firms to defense or defense-related production. 
Furthermore, the Government agencies should assist the small firms in 
getting new sources of raw or semifinished materials, if necessary. - 

The prime concern should be to protect the future of small business 
and its ability to tie it in to the defense effort, to as great an extent as 
possible. 
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The following are proposals for immediate legislative action, in 
a to the above-mentioned proposals: 

The establishment of a Small Defense Plants Corporation simi- 
lar tothe Small War Plants Cor poration in World War IL. 

Authority to such an agency to certify loans to small business. 

Authority to certify pools of small-business firms to get prime 
contracts. 

4. Authority to review prime contracts at the procurement offices 
to see which of those prime contracts can go to small-business firms 
and to place such contracts with small-business firms. 

A national inventory of small-business facilities to be compiled 
on a national basis by the office in Washington. 

Authority to the Smaller Defense Plants Corporation to take 
prime contracts and then subcontract them with smaller firms. 

In addition, we would also propose : 

1. Firm price controls over raw materials. 

At least a temporary removal of the import duty on copper— 
present import duty is 2 cents per pound. 

3. Measures to get currently unproductive nonferrous metal mines 
back into production, through subsidy payments to high-cost produc- 
tion mines. 

4. Firm rent control on commercial sites. This is of importance to 
small businesses, especially retail, wholesale, service trades, and very 
small manufacturing plants. 

What, then, is the solution to this problem? How can we best meet 
it? What labor has to offer as recommendations must not be con- 
strued as a panacea for the ills that have engulfed us. We must tackle 
this problem in a reasonable and realistic approach. 

We should make the situation as it exists here known to the defense 
procurement agency. We suggest that an equitable division of the 
prime contracts be allocated where it can best service its objectives. 
We know of no place that is better suited than right here in Rhode 
Island. 

We have the manpower; we have the required skill; and, last but not 
least, we have the plants and industrial sagacity. 

Mr. Muvrer. Thank you, Mr. Kushner. 

Congressman Forand. 

Mr. Foranp. Mr. Chairman, I simply want to call attention to the 
additional point No. 2 that Mr. Kushner has made relative to copper. 
I suppose you are aware of the fact that a few days ago the House 
passed a bill suspending the 2-cent tax on copper.’ The bill is now 
pending in the Senate. 

Mr. Kusuner. When I drew up this brainstorm I was not aware 
that they had removed the 2-percent tax on copper. 

Mr. Muurer. They have not done it yet. The House passed the 
bill. 

Mr. Kusuner. It is in an embryonic stage? 

Mr. Mutter. I think the Senate committee has already approved 
the bill, and it now awaits Senate action and will then go to the Presi- 
dent, where I am sure it will be approved. The first six items of 
your legislative recommendations are all encompassed within H. R. 
1600, which has the unanimous consent and support of all the mem- 
bers of the committee. That is pending before the House Banking 
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and Currency Committee. A similar bill is before the Senate Bank- 
ing and Currency Committee, which is sponsored by the Senate Small 
Business Committee. 

Mr. Kusuner. Then, in essence, we are supporting that bill. 

Mr. Muurer. We are happy to have your support. It will go far 
toward the early enactment of that bill. 

With reference to the reactivating of the nonferrous metal mines, 
I think that is within the peculiar jurisdiction of the Department 
of the Interior, which is not represented here today, but this matter 
has been presented to the committee before and as soon as we get back 
to Washington the full committee will consider that, together with 
such other recommendations as we can make with reference to firm 
price controls over raw materials and the like. You will probably 
recall that that belongs in the Defense Production Act, the fixing of 
prices on raw materials, and although the House Banking and Cur- 
rency Committee reported that in its original bill, most of that was 
stricken out on the floor. When we get back this time I hope, with 
amendments on the bill, it will go back in. That is my personal view. 

With reference to rent control, we have never had Federal rent 
control on commercial sites. We are going to have a tough time 
getting rent control extended even on dwellings in this session of 
Congress. I think you should address yourself to your local legis- 
lature if you need rent control here on commercial properties. I think 
that Congressman Forand has called my attention to the fact that 
vou have a stand-by rent control law in the State in the event Federal 
rent control goes out. That covers dwellings only. If you need 
commercial rent control, you better address the problem to your State 
legislature. 

Mr. Kusuner. The rent control, as we indicate in our thesis, pri- 
marily is directed to those plants that may go into defense operations 
and who might get caught subsequently with an increase in their 
rentals, which will throw out whatever bids they have made for these 
contracts and make it so much more excessive to produce. That is 
where the question of rent control on these small-business operations 
is directed, not as a whole but directly concerned with the defense 
program. 

Mr. Mevrer. Speaking as an individual member of the committee 
and not for the committee, we had no rent control on commercial 
properties during World War II, and I doubt whether we will be 
able to get it through at this time in this congressional session. 

Mr. Kusuner. That is the lesser of all the evils. 

Mr. Muurer. Thank you, sir. 

Mr. David H. Cleinman. 


STATEMENT OF DAVID H. CLEINMAN, CLEINMAN & SONS, INC., 
PROVIDENCE, R. I. 


Mr. Curinman. Mr. Chairman and gentlemen of the committee, 
my name is David H. Cleinman. I am the president and sales man- 
ager of Cleinman & Sons, Inc., manufacturers of jewelry and allied 
products. We currently employ 30 persons, but at various seasons 
of the year we have employed as high as 80. Our yearly sales volume 
ranges from $180,000 to approximately a quarter of a million dollars 
per year. 
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I mention these facts at the outset so that it is clear to this com- 
mittee that I speak as a true small-business man, with problems typical 
of small business. 

We are part of an industry that has recently suffered the loss of 
our basic raw materials. Since our output was almost 100 percent 
in brass and copper goods, we feel the effect of the curtailment most 
strongly upon our business. 

As a result of the Government prohibition we have been concerned 
with the procurement of Government work that could be carried out 
by us with a minimum of conversion. 

We felt that under the terms of the Small Business Act as applied 
to war contracts that the difficulties that we would encounter would 
be minimized and that competition would be fair. That we did not 
find to be true. 

According to the definitions of small business as established by 
the Department of Commerce, there are many large companies who 
can at this time receive favored treatment from procurement under the 
guise of small businesses. The definitions take into consideration 
only the number of employees. 

With the definition as the only guide to small business, the pseudo 
small business can prevail upon procurement that with their large 
physical facilities and financial resources they can best produce 
the items the Government seeks. And that they are still small business. 

If I were a procurement officer, I am afraid I would have to agree 
with them. Pspecialls since most pseudo small businesses seem to 
bid the lowest prices possible. This is where we, as small-business 
men, feel the squeeze. Generally speaking, the going bid price offered 
by these large corporations would represent a financial loss to us, if 
we were to handle the same contract under the same terms. But the 
most amazing thing that I have learned from procurement officers 
and executives in large corporations is that very often the contract 
is taken at a loss. 

There are many reasons why large companies will take Government 
work at losses, and probably the most common is that with high 
earnings on civilian production, large financial resources, the loss 
generally evens itself out through tax adjustments. 

However, I also had Government procurement men tell me that in 
several investigations that they have undertaken it was found that 
the bidder was using the raw material earmarked for defense in 
civilian goods. I might say that they told me this simply because 
the manufacturer who had received the contract was not delivering 
the goods and they wanted to find out why. 

The policy was to buy more than needed and to make up the loss 
through civilian production. It was done in World War II and it is 
back with us. 

There are many contracts on which small business cannot share, 
but I firmly feel that on contracts that are adaptable to small busi- 
ness, its machines and equipment, that provisions be made to eliminate 
the injustices imposed by larger companies with large resources at 
their command. 

So that the committee best understand how the problem of unfair 
competition works, I would like to offer a recent contract that we bid 
upon as some proof. In bidding on this contract we arrived at our 
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costs and with our knowledge of the industrial costs on these items 
we knew we were below the cost of most’ large firms; to this cost we 
added our overhead charge of 25 percent and then a gross profit of 
5 percent, which is very, very small. We eliminated all tooling 
charges. We should have, by all that is right, at least been in the run- 
ning on the award. But I am sorry to report we were the fifth highest 
bidder. 

On other awards we have been high bidders; we have tried to pool 
resources with other manufacturers, to take into consideration 
new equipment purchases, but we are still high bidder. We can- 
not take a loss, breaking even, and keeping in business is as far as we 
‘an go. 

Most of us are too small to make complaints to the small-business 
unit of the Antitrust Division of the Justice Department. And after 
the horse is out of the barn it is too late for complaints. These mal- 
practices must be nipped in their infancy. 

I urge that this committee recommend to the Department of Com- 
merce and place into legislation a definition of small business that 
will truly reflect small business in this country. The definition, as I 
see it, must encompass a financial standing as well as physical size. 
Capital reserves, business volumes, and inventories are the basis on 
which business evaluates company size, and the Government should 
use these same yardsticks. 

If such a definition were made, the smaller-business provision in 
war contracts would have meaning for us. 

Secondly, legislation creating the establishment of an investigat- 
ing agency working through industry advisory boards cammeell of 
only small-business men should be enacted. These boards and the in- 
vestigators would be able to determine fair prices for services and 
supplies rendered. All contracts should be screened. In this way 
we are afforded the protection that is rightfully ours against mal- 
practices by companies with vast resources, or the collusion of big 
business and procurement against the small-business man, and, while 
I have no evidence of that collusion, I do read the newspapers and they 
seem to be full of it today. 

The black market is established by unfair practices. Knowledge of 
investigation would restrain most pseudo small businesses from at- 
tempting misrepresentation and malpractices in making their bids 
to the Government. I feel that then and only then can we true small 
business houses receive the consideration we are entitled to. 

If I might add, I would like toadd a few comments. Mr. Chairman, 
you spoke of the directive handed down by Mr. Harrison as aiding 
small beslenss. I feel that all of these directives must have some teeth 
in them if they are to be effective for the small-business man. In 
normal competition where we would have our brass and copper any 
large company that wants to take a contract at a loss was welcome to 
that contract. We could refrain from competing with them and wait 
for their eventual downfall through sufficient losses; but where we 
are faced with the problem of needing defense work we certainly can- 
not sit idly by onl watch them swallow prime contract after prime 
contract that we can handle economically and within the time limits 
as specified by the Army. 

Mr. Muurer. Thank you very much, Mr. Cleinman. 

Mr. Bartierr. Mr. Chairman, may I make one observation, that 
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the Department of Commerce has never established a definition for 
small business. The definition accepted by all Government agencies 
is set forth in the Defense Production Act of 1950. We are making a 
statistical study of various types of industries. We have 432 different 
industries under consideration. We wish to determine which are 
small and which are large. 

Naturally, the number of employees vary by industry. The Depart- 
ment of Commerce never originated any definition of small business. 

Mr. Ciernman. The point I am trying to make is that I do not 
think the number of employees governs big business. There are cor- 
porations which do not manufacture a thing doing a business of $40,- 
000,000 to $50,000,000 a year, with « “apitals of $5,000,000 or $10,- 
000,000 on hand, and they certainly cual come in on a picture like this 
and plead small business as a cause for their own devious use. 

Mr. Barrierr. The Department of Commerce never originated a 
definition of small business. 

Mr. Mutrer. This full committee is in agreement with you that the 
definition of small business as any firm having less than 500 employees 
is not a good definition. It is not a definition that appses to the 
circumstances prevalent throughout this country toda Again, 
H. R. 1600, sponsored by the full committee, attempts to cure that 
situation in part. In the final report of this committee for the last 
Congress, the committee had this to say: 

One of the principal advantages of an industry-by-industry classification of 
small business would be the inclusion of thousands of small and medium inde- 
pendent businesses who are now excluded by the 500-employee rule. Certainly in 
many industries this rule is too liberal and in many other industries is too 
restricted. At present we have a definition which literally has little meaning 
in the executive departments and agencies ; nevertheless, it is the law of the land, 
The committee recommends that the present definition of small business be 
realistically revised in order that all smiall business may be included in a mean 
ingful definition. 

So that this committee at least is fully aware of that problem and 
is trying to correct it by legislation. 

Thank you, sir. 

Mr. Crernman. Thank you. 

Mr. Mutrer. Mr. Sylvestre. 

You may file your formal statement and briefly tell us your problem 
or you may read your statement to us. 


STATEMENT OF LEON L. SYLVESTRE, EXECUTIVE VICE PRESIDENT, 
BONIN SPINNING CO., WOONSOCKET, R. I. 


Mr. Syuivestrre. If I may, I would just as soon read the statement. 

Mr. Foranp. First of all, identify yourself by name and the capacity 
in which you appear, so that will be part of the record. 

Mr. Syivestrre. My name is Leon L. Sylvestre. I am executive vice 
president of the Bonin Spinning Co. of Woonsocket, R. I. While my 
comments and grievances are submitted with specific reference to my 
company, the situation which is portrayed is more or less typical of all 
of the wool textile industry and is especially typical of the smaller 
plants of the industry such as ours. I speak also in my capacity as 
vice president of the Woonsocket Association of Manufacturers, a 
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group comprised primarily of woolen and worsted plants whose cir- 
cumstances under price ceilings are much the same as ours. 

We are spinners of yarns on the woolen system and we sell these 
yarns to the women’s: wear weaving and knitting trade, also to the 
men’s wear weaving and knitting trade. Our biggest outlet for our 
yarns, however, is the women’s wear weaving trade. 

All of these divisions of the textile industry operate on highly 
styled fabrics and their operations are seasonal. For example, the 
women’s wear weaving trade usually plan to start their operations 
for spring about the previous August 15, and their operations for 
the following fall about the previous February 15. 

On January 25, 1951, the general ceiling price regulation was issued 
freezing the prices of our yarns at the level of deliveries made during 
the period of December 15, 1950, and January 25, 1951. During this 
base period, we were delivering yarns for spring fabrics against con- 
tracts taken between the period of August 15 and December 1950, but 
we were coming to the end of this season. Obviously, we were deliver- 
ing at prices considerably below the current market. 

Early in January 1951 wool auctions in Australia opened up very 
strong and prices increased by leaps and bounds throughout the 
month. Contracts for yarns sold during the month of January, based 
on January wool prices, cannot be processed because of the price 





regulation. 

With these facts in mind, we believe that you will readily under- 
stand why we have been unable to take on any new civilian business 
since January 26. Our old contracts have all run out and for the 
last 2 weeks our operations on civilian yarns have been nil. We 
should have complained before this time, but we had been more or 
less assured that some tailored regulations would be announced from 
day to day that would allow future operations. 

The tailored regulation that we had long waited for was then 
released as regulation 18. Under this latter regulation it is impossible 
for us to book future business and we must seek the cooperation of 
everyone who can help us to resolve this problem. 

Early in February, an amendment to the general ceiling price 
regulation was made exempting from this price regulation all goods 
made for military purposes. We were then able to secure enough 
Government business to run 40 percent of our machinery. This is the 
percentage that is running at the present time, the other 60 percent 
being idle. 

The fact that the effective date of regulation 18 has been post- 
poned to May 6, therefore, does not help to relieve the unemploy- 
ment situation here at our plant. 

Regulation 18 has several bad features and if you will bear with us, 
we would like to point out a few. Under this formula the first step 
in arriving at your ceiling price is to find the highest price at which 
you sold a certain type of product during the period of March 24 
to June 24,1950. In passing, we want to say that this was a relatively 
poor period for the textile industry and many yarns were sold dur- 
ing this period without any profit margin whatsoever for the purpose 
of trying to keep unemployment toa minimum. 

To the highest price sold during the March—June period, you may 
add the difference between the highest price you paid for raw mate- 
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rial purchased during the May 21—June 24 period and the highest price 
which you paid for the same raw material during the month of 
December. You may also add the increase in your cost of labor 
between June 24 and December 31, 1950. This, then, becomes your 
ceiling price and you may not change it once you have reported this 
ceiling price. 

Under this formula we are unable to book business for future deliv- 
eries because not only are wool prices today considerably higher than 
December levels, but other elements of rising costs are not even con- 
sidered in the formula. 

There are inequities involved in this formula which can be stated 
as follows: 

No. 1. A company who bought wools early in the May—June base 
period and also bought again in late December would have a wider 
spread in their price margin than a company who bought wools late 
in the May-June period and bought again early in the December 
period. Many companies would be in a much better position if they 
had not purchased any raw materials during these two periods, for 
under these conditions they would be allowed to use the highest prices 
at which their sources of supply sold or offered to sell during these 
periods. As a result of this formula, no two companies can arrive 
at the same ceiling price, but whoever arrives at the highest ceiling 
price, because of a high-priced purchase or high-priced quotation from 
his source of supply, is in the best position to book forward business. 
We feel that this is unfair discrimination. 

No. 2. This formula does not take into consideration the added cost 
of discount, selling commission, and factoring charges for selling a 
higher priced yarn. These charges which are part of our cost will 
vary somewhat, but in many cases will amount to as much as 514 per- 
cent of the selling price. lor example, a yarn sold during the March 
24—June 24 period at 32 per pound would include 11 cents per pound 
for these charges, giving us a net return of $189. In arriving at our 
present ceiling, we are allowed to figure the $2 June selling price, plus 
the additional cost of wool which could be $1.40 plus the additional 
cost of labor which could be 10 cents, would allow us to sell the same 
yarn at $3.50 per pound. The discount, selling commission, factoring 
charges of 544 percent of 35.50 amounts to 1914 cents per pound as 
compared to 11 cents on the $2 June price, so that we are 84% cents per 
pound worse off than we were in the period of March 24—June 24. 

No. 3. As woolen yarn spinners we are opposed to the requirement 
for filing of detailed reports of our blends, on the grounds that it 
would be divulging formulas that are our stocks in trade. 

We are in sympathy with a program that will keep prices down. 

We believe, however, that the best method of controlling these 
prices would be to establish definitive price ceilings on all raw mate- 
rials, yarns, fabrics, et cetera. 

Recognizing, however, that developing such a program would in- 
volve a considerable period of time, and that we must have some regu- 
lation operating in the interim, we submit, herewith, recommendations 
for amendments to regulation 18 that we think would make it more 
workable as an interim regulation. 

Suggested amendments to CPR No. 18 to provide relief to the 
industry and protect the jobs of the employees: 


86267—51—pt. 2 30 
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1. Advance the date for figuring raw material costs from December 
to at least January 26 when the price freeze was announced. 

2. Amend step 2 of section 2 of the regulation by eliminating the 
requirement of a written contract or offer. Most of the business of 
our industry is completed by verbal transactions. The manufacturer 
should be permitted to use either the highest price he paid, or the 
highest price at which his source of supply sold or offered to sell. 

3. All additional costs should be included in the formula—includ- 
ing both direct and indirect labor cost, the costs of discounts, commis- 
sions, factoring charges, et cetera. 

4. Eliminate the necessity of filing full information on blend con- 
tent by type and amount, since this is confidential information in the 
trade. 

{t is imperative that there be prompt action in extending relief to 
the industry if our mills are to survive. There have been rumors and 
reports that amendments will be issued this week, but each passing 
day brings more plants to the very brink of disaster. We hope that 
this committee can be of assistance, not only in influencing the adop- 
tion of the changes needed to make price regulations work, but in 
expediting their issuance so that they may come through before it is 
too late for them to serve any purpose, 

I appreciate the courtesy of this hearing and your interest in the 
preservation of small business. 

Mr. Muvrer. Mr. Sylvestre, we appreciate your coming here and 
making this statement. 

I might say to you that the problems of this area have been called 
to the attention of the committee by Congressman Forand, who is here 
today with us, and Congressman Fogarty, who could not come here. 
‘That was one reason for scheduling the hearing of this committee in 
Rhode Island. Your problem in your particular industry is appar- 
ently one which is prevalent elsewhere in the country in your industry. 

Mr. Syivestrre. That is true. It is a very serious one, too. 

Mr. Muvrer. Have you or has your industry presented these facts 
that you are presenting to us to NPA and ask for relief? I mean to 
OPS. 

Mr. Sytvestre. No. Iam not sure. At least, we haven’t. Perhaps 
some of the association have been working on it. We, as individuals, 
have wired all our Congressmen and Senators and everybody in OPS, 
appealing for relief. We are getting together in our own locality 
to go down to Washington, seek these amendments, and also to try 
to get them to approve definite price ceiling. We intend to follow 
through on it. We would like your help on it. 

Mr. Muvrer. Our experience has been that we have down-to-earth 
human beings in OPS who are very anxious to keep industry alive in 
this country, and they are very cooperative. I am sure they will be 
cooperative and attentive to your needs, too. 

Mr. McCormick, would you like to make a comment on this? Mr. 
McCormick is the assistant to Michael DiSalle in Washington. 

Mr. Leo McCormick. I must compliment you on the way you pre- 
sented your case. I am not a wool expert by any means, sir, but we 
have gotten into this matter as late as yesterday down in Hartford, 
and our people in Washington, I can tell you, are practical people 
and very cognizant of these things you are pointing out. They are 
working around the clock on these amendments to regulation 18, 
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I talked to them personally and they realize the vitalness of an- 
swering these problems. They assured me yesterday that two amend- 
ments have been prepared and should be published and approved by 
Friday. The first one is the one you advanced here, the first one you 
advanced here. I do not know about the exact date, the January 26 
date, but that particular rolling forward of the date is answered in 
an amendment. They read it to me yesterday. 

Mr. Sytvesrre. That is encouraging. 

Mr. Leo McCormick. I cannot comment on the written contract. 

Mr. Sytvesrre. In that page, the inequities that I particularly cite 
there are that the manufacturer should be permitted to use the high- 
est price he paid, or the highest price at which the source of supply 
sold. If we happen to buy early in December at a low price and our 
competitor buys at a high price in the latter part of December, he 
“an figure his selling price higher than we can, and he is in a better 
position to meet the competition. 

Mr. Leo McCormick. Since these regulations, these amendments, 
have been worked on currently, I would like to phone these recom- 
mendations right to Washington, to the people who are working on it 
right now, and I will send it down by air mail tonight. But I would 
like to leave now and phone these right now. 

Mr. Muurer. Mr. Sylvestre, I hope the members of your industry 
will realize this, too: It is pointed up by yor statement in part. In 
an industry-wide regulation, somebody invariably is hurt because of 
the peculiar situation in his own mill or in his own business. There is 
provision in the regulations for that kind of a man to go in before 
OPS and present a petition for hardship because of peculiar circum- 
stances that are not prevalent throughout the entire industry. After 
these amendments come through on this regulation, it does not mean 
that, if you have a peculiar situation in your business and not peculiar 
or not prevalent in the entire industry, that you still cannot get some 
relief. You still will be able to get relief. 

Mr. Syivestre. That would be more or less of a hardship case. 

Mr. Mutter. That is right. 

Mr. Sytvestre. I didn’t know there was any provision for adjust- 
ment of hardship cases. 

Mr. Murer. Yes; there very definitely is. You will find your local 
office of OPS will be very happy to cooperate with you to get your 
‘ase processed. 

Mr. Syivestre. The association as a whole was asking for an amend- 
ment on a hardship case. 

Mr. Mvurer. That will cover the whole industry, which will be 
general in application, but if there is still somebody in the industry 
who is hurt by that, he still can come in and get specific relief to 
cover his own case. 

Mr. Foranp. I want to compliment Mr. Sylvestre for the presenta- 
tion he made here. I received that bulk of telegrams from your indi- 
vidual members. Unfortunately, you had not given me much ammu- 
nition to fire. All I knew was that regulation 18 was referred to in 
those brief telegrams. May I suggest, not only to you, but for the 
benefit of all the men here who represent industry, that, when you 
contact your Congressman on any of those questions, rather than 
send him a two- or three-line telegram, write him a letter and give 
him details, so he has something to talk about with the agency. With 








1668 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


the many cases that come to our desk, none of us can be familiar with 
the details of all these things. Then we are at the mercy of the 
agency. If they tell us they did something, we have to assume that 
is what our constituent wanted. If you give us a detailed presenta- 
tion of your troubles, such as you have done today, we can help you. 

Mr. Syivesrre. Perhaps the best thing to do is come to Wash- 
ington and see you. 

Mr. Foranp. You spend your money uselessly if you do that. The 
agency won't make a snap judgment. 

Mr. Muvrer. Before you write your Congressman or go to see him, 
go to see the agency first. ‘The Congressman cannot initiate anything 
for you in the agency if you haven't initiated your complaint in the 
agency and then contacted your Congressman. If you do that, he 
may be able to be of some assistance. 

Mr. Foranp. Don't hesitate to write to me. I like to get your 
letters. 

Mr. Howan. I wanted Mr. Sylvestre and the members who are in 
this particular squeeze to know that we have not been unaware of it. 
I have been in touch with Governor Roberts, who has taken a personal 
interest in this. He received your wires, just as Congressman Forand 
did. He has told me that he wants to have a meeting in his office 
next Tuesday for the purpose of gathering this group together. In 
my discussions with him I suggested that I be present, so at that time 
you will be in a position to formulate the entire details of the case 
and then you may be assured I will process them through in the regu- 
lar manner, either in the form of a request for an amendment or a 
petition to take care of a hardship case, or whatever it is. 

The Governor told me this morning that he had that meeting 
scheduled for next Tuesday. 

Mr. Muvrer. If you want to add numbers to your conference, I am 
sure you will find that in the adjoining State of, Connecticut and 
other adjoining States, they have the identi¢al problem in your 
industry that you have. 

Mr. Syvesrre. I know they do. We have been discussing it with 
them. 

Mr. Muvrer. Mr. Harry K. Cross. You are Mr. Harry K. Cross, 
oR and treasurer of the Rhode Island Tool Co., of Providence, 
gt. 1 


STATEMENT OF HARRY K. CROSS, PRESIDENT AND TREASURER, 
KHODE ISLAND TOOL CO., PROVIDENCE, R. I. 


Mr. Cross. That is right. 

Mr. Muurer. You may proceed, sir. 

Mr. Cross. Thank you. 

Gentlemen, the Rhode Island ‘Tool Co. has been a part ot small 
business since its establishment in 1834. We are the only drop-forg- 
ing plant in this State. We produce drop forgings, special nuts, bolts, 
and other types of fasteners for a good many industries—the ma- 
jority of which, at long last, have been classified as “essential.” 

Our products are used in the manufacture of Diesel and locomotive 
engines, machine tools, textile machinery, gages, micrometers, special 
small tools, as well as by the electric power companies, hardware and 
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sporting goods trade. Most of our customers are located in New 
Engl: and and in the States east of the Mississippi. 

The items which we manufacture are made predominantly from 
ferrous metals—low, high carbon, and alloy steels. 

During World War II we operated under a AAA-1 priority, always 
as a subcontractor. We feel that because of the diversity of our 
products, subcontracting is the means by which we can be of the great- 
est assistance during any national emergency. In fact, we have had 
very little opportunity to bid on prime contracts. During the last 
war, we used approximately 250 tons of steel monthly. 

Although we may hold a unique position in Rhode Island as far as 
our type of industry is concerned, we are sure that the problems which 
we are exper lene ing are similar to many of the « ‘OMmpanies represe snted 
here today. Our chief concern is our inability to procure raw 
material. 

Many of you will recall the slump in business during the latter part 
of 1949 and up to the middle of 1950, after which time many companies 
began to build up their depleted inventories. Such a dull period was 
bardly a fair or proper one on which to base the allocation of mate- 
rials. However, it was the first 6 months of 1950 which the steel com- 
panies who supplied us with raw material elected to use as the base 
period when they voluntarily undertook the allocation of steel. 

Over the past 2 years, our average monthly consumption of steel has 
been 150 tons. In January of this year, our total allotment of steel 
from all mills was cut to 50 tons: in March we were given a total of 
45 tons; our quota for June is 35 tons. Because of the slowness of the 
Government to recognize and rate those items which were clearly 
critical in the last war, but which until very recently were not classified 
as essential, we depleted all our steel inventory. Therefore, in order 
to continue to operate, and to supply our customers—many of whom 
needed parts to go ito critical goods—we used up our own stock of 
steel and then turned to the warehouses and steel jobbers. ‘Through 
these latter sources we have been able to buy some material. We 
have also purchased foreign steel through a resident agent, but last 
week were told that this source was no longer available to us as a 
large automobile manufacturer in the United States had purchased 
the foreign mill—lock, stock, and barrel. We placed an order for 
30 tons of steel with a Canadian concern which accepted our order, 
and they notified us that the Canadian Government refused to allow 
the material to go out of their country. 

During the past 3 weeks we have been getting some orders with 
DO ratings, but the 65 percent which the supphers are required to 
set aside for rated orders is quickly exhausted, and the companies 
who are not among the “first come” are not served. We submit that 
the Government itself is stockpiling a good bit of this 65 percent, and 
offer this example as a basis for our reasoning: The New England 
allotment of one steel company was 5,000 tons per year. The Govern- 
ment took 4,000 tons for its own use last July, but as yet this raw 
material has not been used. If this sort of Government stockpiling is 
carried on all over the country, it is understandable why there is such 
an acute shortage of raw materials so badly needed by industry. 

It is our opinion that Government pure hasing is being carried on 
in a “hit or miss” fashion—at considerable cost to the taxpayer. For 
example: We were awarded a contract by the Government for 75 
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forgings, plus the cost of dies and tools. Not 2 weeks after we re- 
ceived the contract, another concern which had received a Govern- 
ment contract for 250 of the same forgings and tooling charges, called 
on us and asked us to quote on producing the drop forgings and dies. 
We have written to the contracting officer and asked permission to 
use the same dies for the two orders. However, the per piece price for 
the two separate orders is considerably higher than would have been 
the case had they been combined and one order for 325 placed. There 
is also a duplication of tool charges, which amounts to about $1,600, 
and considerable extra paper work in the Government office. 

We feel the only solution to the problem of material shortages which 
exists today is an adequate CMP program, somewhat along the lines 
of the plan used during World War LL. 

We should also like to go on record as favoring and supporting 
the five-point program of the Smaller Business Association of New 
England, Inc. We feel that laws should be enacted which will require 
the Government to operate on an intelligent and economical basis. 
This is essential if small business is to survive and assist during the 
present national emergency. 

Mr. Muurrr. Mr. Cross, we appreciate your coming here and giving 
us this statement. You will find that most of the five-point program 
of the association referred to is anticipated in H. R. 1600, which is 
unanimously sponsored by this committee. 

Can you tell us where that 4,000 tons of steel is and what Govern- 
ment agency has taken it and not used it? 

Mr. Cross. It is supposedly in New York. I believe it was Crucible 
Steel Co. 

Mr. Muurer. Do you know what Government agency has taken it? 

Mr. Cross. I do not. We ae that because our vice president, 
our purchasing agent, was in New York, wondering why we could not 
buy alloy steel from them. He showed them this order from the 
Government. He said, “We had the order originally in July of 1950.” 

I believe it was in billets or bars. In October they changed the size. 
In January they changed the size again. And they still haven't used 
a pound of it. That meant that we were not able to buy alloy steel 
from this source of supply. 

Mr. Muvrer. If you can find out what Government agency it was 
that laid that steel aside, we may find out why it is laying there and 
not being used. If there is no good reason for it laying there we may 
be able to get it released back into channels where it will be used at 
this time. 

The second problem you presented was a rather concrete one with 
reference to another concern which received a Government contract 
of 250 of the same forgings that you had received a contract for, and 
then they asked you to make them. 

Mr. Cross. Both had contracts. How the other company got it, I 
don’t know. 

Mr. Mut rer. Is it fair to assume that that company is not equipped 
and does not have the facilities to make the drop forgings and dies? 

Mr. Cross. They couldn’t make the drop forgings or dies. They 
had to buy them and do the machining themselves. . 

Mr. Muvrer. In one instance they went to you and in another in- 
stance they had to go to someone else who came to you ¢ 


Mr. Cross. Yes. 














SMALL BUSINESS AND THE NATIONAL EMERGENCY 1671 


Mr. Muvrer. We would like to have the name of the agency that 
let the contract. 

Mr. Cross. The Boston Ordnance. 

Mr. Murer. If you have a subcontract from them, you know who 
gave you the contract. 

Mr. Cross. That is correct. 

Mr. Muurer. We would like to have the name and address of that 
firm. Can you give it to us now? 

Mr. Cross. No; I cannot. 

Mr. Mutter. Will you supply it to us? 

Mr. Cross. Whom shall I give it to? 

Mr. Mutter. Will you address the information to the House Small 
Business Committee, House Office Building, Washington, D. C., room 
129% Will you send a copy of that to Maj. Margaret Wharton? At 
what address, Major ? 

Major Wuarron. Military Procurement Information Office, room 
334, Old Post Office Building, Washington, D.C. It is Washington 
25, D.C. 

Mr. Muurer. When you get that information from him, you will get 
a complete report for the committee ? 

Major Wuarron. Yes. I expect we will have it before we are 
through with this trip. 

Mr. Muurer. You might add the contract number of the contract 
you were awarded. 

Mr. Cross. All right. 

Major Wuakrron. It will be much easier to check if we have that 
order number. 

Mr. Mutrer. Under your subcontract there must be a reference to 
the prime contract. If you can give us that information, it will help 
us check the story through 

Major Wuarron. Was it an advertised bid or a negotiated one? 

Mr. Cross. In our instance it was an advertised bid. 

Major Wuarter. I would like to know that also. 

Mr. Mv rer. Is it fair to say that you had no notice of the invitation 
to bid or the negotiations for the other 250 forgings ? 

Mr. Cross. Not that [ know of. It came in to us through the 
other firm. 

Mr. Murer. Tne first notice you had was after the contract was 
awarded to the other company ¢ 

Mr. Cross. Yes; another contract ? 

Mr. Mutrer. Yes. 

Mr. Cross. In other words, the possibility of two sets of dies, two 
sets of tools being paid fer to produce 325 forgings. 

Mr. Muurer. What concerns us, I think, at the moment, is that the 
company that obviously had no facilities with which to fill this contract 
got an award which it, in turn, had to turn over to you to do, when 
you were in a position to fill that contract in the first instance. To me, 
it appears like somebody got a contract and was making an overriding 
profit on your work 

Mr. Cross. There is something peculiar there. There is no question 
about that. 

One other thing, on directives, as far as steel is concerned, they do 
have directives and DO’s. On directives, it has taken us some time 
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to get directives for the United States locomotive program and then 
we find out, once we have gotten a directive from Electromotive in 
La Grange, Ill., or American Locomotive in Schenectady, that it is 
impossible to place the steel and get delivery in the month in which 
the directive is handed out. We have one for June and we cannot 
place the steel for delivery in June to meet Electromotive’s requirement 
or American Locomotive’s requirements. 

Mr. Muvrer. Have you asked your local NPA office to assist you in 
getting the steel? 

Mr. Cross. No; we haven't, as yet. 

Mr. Barrierr. We have a very effective compliance division in 
NPA which concerns itself with just such problems as you mentioned. 
If you contact our local office here, we will be glad to put the wheels 
in motion to see that directives are recognized as they were intended 
to be. 

Mr. Cross. They want to recognize them; they are filled up. 

Mr. Bartrierr. Until they make delivery they are not recognizing 
them. 

Mr. Tanner. Unless those directives provide for specific delivery, 
they have to fit into the lead time that the producer is required to 
follow. That perhaps explains your position. At the time they 
receive the order, it will not fit in with the lead time, so it will be 
delivered to you when you request it. The directive may be made out 
to take care of your particular requirement. 

Mr. Cross. We would love to have it that way. 

Mr. Tanner. You should request that. 

Mr. Cross. From whom? 

Mr. Tanner. From the Material and Equipment Division, Office of 
Small Business, in Washington. You say you have written down and 
asked for the directive ? 

Mr. Cross. No. We received it through our customer, Electromo- 
tive, in La Grange. 

I appreciate the help, and we certainly will use you if you can be 
of help. 

Mr. Tanner. 326 Post Office Annex. Come over. 

Mr. Muvrer. Drop in to see Mr. Tanner. Did you get his address ? 
NPA, Department of Commerce. 

Mr. Tanner. 326 Post Office Annex. 

Mr. Murer. Here in town. I am sure if they can be of assistance 
to you— and I think they can—they will be glad to cooperate with 
you. 

Mr. Cross. We will surely do that. 

Mr. Muvrer. Thank you, sir. 

Mr. Cross. Thank you. 

Mr. Muurer. Mr. Reinherz? 

His probably is the same as the other jewelry manufacturers we 
have heard from. 

Mr. Thomas A. Clarke, or rather, Colonel Clarke. 

Mr. Crarke. I am T. A. Clarke, former president of the Rhode 
Island Ford Dealers Association. 

Mr. Murer. Before you proceed, Colonel Clarke, I see we have 
listed here Mr. Louis E. Baker. 

Mr. Baker. Here. 

Mr. Moutrer. Will you come forward at this time? 
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Mr. Leo Carey, will you come forward too, sir? 

I think your problems are somewhat allied, at least they cover the 
same industries. If you will each give your full name to the re- 
porter——— 

Mr. Carry. My name is Leo B. Carey, I am a member of the firm 
of Krawchuk & Carey, Inc., 25 Providence Street, West Warwick, 
R. 1.: and a director of the Rhode Island Automobile Dealers Asso- 
clation, and I am a dealer in new automobiles. Also, I am a member 
of the Motor Vehicle Dealers License Commission of the State of 
Rhode Island. 

Mr. Baker. My name is Louis E. Baker, treasurer of the National 
Used Car Dealers Association; president of Baker Auto Co., Inc., 
Providence; director of our Rhode Island Used Car Dealers Associa- 
tion: also a member of the Motor Vehicle Dealers License Commission. 


STATEMENT OF THOMAS A. CLARKE, PRESIDENT, T. A. CLARKE 
MOTORS, INC., PAWTUCKET, R. I.. AND DIRECTOR, RHODE ISLAND 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Crarke. I am a former president of the Rhode Island Ford 
Dealers Association and former president of the Rhode Island Auto- 
mobile Dealers Association. I speak as president of my own firm, 
T. A. Clarke Motors, Inc., Pawtucket, R. I. 

I should like to present two thoughts. each with the idea of bene- 
fiting small business. 

The first. that efforts of Federal bureaus and administrative agencies 
to usurp the prerogatives of Congress be strongly resisted. When 
the law-making function of Congress is taken over by bureaus and 
administrative agencies there is a tendency to impose upon business 
an undue burden of regulations administrative requirements, et cetera, 
et cetera. You gentlemen are our representatives. We elected vou. 
We want you to retain and jealously guard that function of law- 
making that is the prime reason for the Congress. You are the law- 
making branch of the Government. The other two coordinate 
branches of the Government have their responsibilities. Let them 
not take over your responsibilities by issuing orders which have the 
force of law. 

The second suggestion is that requirements of filling out forms and 
reports be held to a minimum. The leadership of the United States 
in the family of nations is backed economically by our capacity for 
production. As a people we constitute less than 7 percent of the 
world’s population, but we produce 50 percent of the world’s industrial 
products. That’s why we are a leading nation. Every time we fill 
out a form, every time we send a report, every time we compile useless 
statistics and make out forms we put a nick in the leadership of the 
United States. To some degree the making out forms and reports is 
subversive of the best interests of the United States. Too much of the 
time of businessmen is spent on forms and reports. ‘Too much of the 
dollar that we as individuals spend goes for activities that are as 
economically productive as the cutting out of paper dolls. 

The two suggestions I urge might be epitomized by quoting from 
the monolog that Catherine Herford, the sister of Oliver Herford, 
the British humorist, used to recount. After giving a long description 
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of the meetings of her club, she would reply to the question as to what 
was the purpose of the club in this way: “The purpose of the club is 
to make diligent study and research and determine where action should 
not be taken and then not take it.” 

Many troubles and problems of the small-business man would be 
eliminated if her club purposes were emulated. 

Thank you for the opportunity of expressing these ideas to you. 

Mr. Murer. Thank you, sir. 

Mr. Baker. 


STATEMENT OF LOUIS E. BAKER, PRESIDENT, BAKER AUTO CO., 
PROVIDENCE R. I, AND TREASURER, NATIONAL USED CAR 
DEALERS ASSOCIATION 


Mr. Baker. Mr. Chairman and members of your honorable com- 
mittee : 

With your permission I shall briefly discuss the provisions of regu- 
lation W of the Federal Reserve Board establishing limits on down 
payments and on notes in the time sales of automobiles. As a used-car 
dealer of 30 years’ experience and also in my capacity as treasurer of 
the National Used Car Dealers Association I believe I am in a position 
to appraise with some degree of accuracy the impact of regulation W 
both upon the individual and the used car dealer. 

I say the used car dealer particularly, because while regulation W 
has the same deterrent effect upon the sale of new and used cars by the 
enfranchised new car dealer, he is not hit as hard as the used car 
dealer because he enjoys revenues from the sale of new cars and trucks 
as well as parts and repairs, while in the case of the used car dealer 
the only revenue he obtains is from the sale of used cars alone. 

Here in Rhode Island there is no question but what the stringent 
requirements of regulation W have slowed down used car sales and I 
shall tell you why. <A year ago at this time unemployment was high 
in this State; as a matter of fact, it was referred to in Government 
circles as a “disaster area.” There were thousands out of work and 
the situation did not improve until war broke out in Korea and the 
United States and the United Nations intervened for the protection of 
the South Korean Republic. Since that time our Nation has embarked 
upon its gigantic rearmament program and not only are our naval 
facilities at Quonset and Newport in full operation, but war contracts 
by the millions are pouring into our factories. Asa result many people 
out of work have obtained jobs and in many cases they require auto- 
mobiles to carry them to and from work, as well as our naval personnel 
attached to our bases at Quonset and Newport. 

But because of previous unemployment these reemployed people do 
not have the cash for down payments now required nor money enough 
to meet the high payments necessary if a time deal is to be completed 
in the present limit of 15 months. Essentially, they are good risks 
but they want to pay for their cars out of earnings. You might 
say that the answer to their problem is to buy a car within their 
means, but that is not easy to do, because there is a sharp break between 
the price of used cars. These cars were either built prior to 1941, 
which makes them 10 or more years old, or were made after new-car 
production, which was shut off because of the war in 1942, was resumed 
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in 1946. These postwar cars, of course, carry much higher price tags 
than the prewar cars, which today have been reduced in number be- 
cause of obsolescence, fires, accidents, and other causes. 

These postwar cars present a problem to the worker who has just 
got himself a war job because of down payments and high monthly 
notes. My colleagues in the used car business tell me that their ex- 
perience is the same as mine. A worker walks on the lot, is attracted 
by a car, listens to the motor, is satisfied with its mechanical condi- 
tion and appearance and is interested until he learns what he has to 
pay down and what his monthly notes will be. If we used car dealers 
could stock up with postwar cars in the low-priced field that would be 
not so bad, but we, when we go out buying, have to buy whatever makes 
or models are available and business has slowed down materially in 
the sale of middle- and high-priced cars. 

I realize fully that the ruling of the Federal Reserve Board has 
been made in holding the line against inflation and, of course, with 
that every patriotic American businessman is in full accord, but I 
do believe that primarily in the interest of the worker who has only 
recently obtained employment that something should be done to facil- 
itate his opportunity to buy dependable transportation and to that end 
I shall appreciate any consideration your honorable committee can do 
to improve the present stagnancy that is apparent in the sale of used 
cars. 

I thank you for this opportunity to present my views. 

Mr. Muurer. Mr. Baker, have you presented your problem to the 
Federal Reserve Board ? 

Mr. Baxer. Yes, we have. 

Mr. Mutrer. They have taken no action as yet ¢ 

Mr. Baker. Not anything whatsoever. 

Mr. Mutter. What is the experience of the used car dealers in this 
area? Are they getting ceiling price for their used cars / 

Mr. Baker. Getting below at rion price, sir. 

Mr. Moutrer. And if this regulation were lifted in this area, you 
think the price then would go up to ceiling? 

Mr. Baker. I would not want to say that the price would go up to 
ceiling, but it would go up some. 

Mr. Muurer. We have had the same problem presented to us in other 
parts of the country, except in some places they say they are getting 
ceiling and in some places they say they are getting 25 percent under 
ceiling. Maybe we ought not to say that, some of your customers will 
go elsewhere. 

Mr. Baker. That is true, but, if you read our local newspapers, they 
will be self-explanatory. 

Mr. Muvrer. Mr. Carey. 


STATEMENT OF LEO B. CAREY, KRAWCHUK & CAREY, INC., WEST 
WARWICK, R. IL, AND DIRECTOR, RHODE ISLAND AUTOMOBILE 
DEALERS ASSOCIATION 


Mr. Carey. Mr. Chairman and members of the Small Business Com- 
mittee: 

I am a truck distributor and new car dealer. From the title of your 
committee and what I know about its activities and purposes, I pre- 
sume you are interested in the possibilities of small business obtaining 
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a rightful share of rearmament contracts and I assure you that all of 
us Rhode Island small-business men are gratified that you selected 
Providence as one of the stops on your Nation-wide tour. 

In times of war or national emergencies the car or. truck dealer is 
one of the first to be affected by the dislocation of civilian business. 
When the Government wants trucks it customarily places contracts 
with the car or truck manufacturer for the furnishing of all motor 
vehicles equipment, such as trucks, half-tracks, et cetera, thereby re- 
ducing civilian production materially and cutting the earnings of 
dealers, Seicibakersd salesmen and local body manufacturers. 

I am of the opinion that not only should the needs of civilian trans- 
port be carefully studied, but it is entirely feasible to allocate war 
or national emergency orders for trucks to dealers instead of giving 
a bulk order to the manufacturer. This procedure was practic ed here 
in Rhode Island during World War II, when the Government contrac- 
tors located at Quonset purchased hundreds of trucks and thousands 
upon thousands of dollars’ worth of parts for the United States Navy 
from truck dealers and also car dealers located in Rhode Island. 
These dealers also sold parts and vehicles to the British Ministry of 
Supply Commission, the Treasury Department and the North African 
French Economics Commission, as well as other United States and 
foreign war agencies. 

I mention this to the committee because there might be a doubt in 
the minds of some of you that such a splitting up of deliveries might 
involve paper work and delay. I think you will find that the con- 
tractors at Quonset will tell you that these transactions were carried 
out speedily, efliciently and without confusion. In view of the fact 
that we have been told that military purchases of this nature will be 
made directly through the manufacturers I ask that the situation be 
reviewed by your honorable committee in the interest of the local 
dealers who not only can, as I have said before, handle this business 
but will be in a position to furnish better service to the camps and mili- 
tary stations where vehicular equipment will be put into use. We did 
the job before, and I assure you we can do it again. 

This decentralization of supply would not hurt*the manufacturer ; 
they would still sell the vehicles and parts. Will it cost the Govern- 
ment more’ I do not believe so, if this buying is put on a competitive 
basis, as it was at Quonset during World War I. On a volume basis 
and with consideration of patriotism any dealer would be satisfied 
with a small profit and the additional volume he receives from this 
plus business might easily be the difference between a lean and profit- 
able year. 

So far the emergency is not so pressing that this plan could not be 
given a trial and I feel certain that the manufacturers would not be 
opposed to it, as of course they are bound to make a profit whether 
the sale is direct to the Government or through their customary distri- 
bution outlets. 

Now, before I take my seat I would like to discuss this problem of 
decentralization from another angle—the decentralization of infor- 
mation on rulings and regulations from the various war agencies in 
Government such as the Federal Trade Commission, the Federal -Re- 
serve Board, the Office of Price Stabilization, and so’forth. What I 
mean to say is this: Too often the first information we receive con- 
cerning some governmental ruling affecting our business is over the 
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radio or through the public press. Frequently we are expected to 
obey these rulings the moment they are promulgated in this manner, 
although it may be matter of days or weeks before we receive copies 
of these rulings in our office and then we have plenty of trouble, not 
only interpreting them but following out their intent and purpose. 
Almost every type of small business is organized today, some with 
their headquarters right in the capital, as in the case of the National 
Automobile Dealers Association. Consultation with these leaders, 
who know the problems and complexities of the business they repre- 
sent, would undoubtedly result in some workable arrangements. I 
recognize that these Federal commissions dislike to give business these 
opportunities, because, of course, every business leader is shown that 
the war or rearmament emergency requires the regulation. I believe 
you will find that business will cooperate. 

Now as to decentralization. 1 think that these agencies, as in the 
case of the Office of Price Stabilization, should have suboffices located 
in the major cities of the various States where the average business- 
man, who is not a lawyer, but a layman, can be told in plain language 
what he can or cannot do. There are some signs of this kind of pro 
cedure already. The Federal Trade Commission, for example, has 
mailed out to all dealers a set of regulations governing the time sale of 
motor vehicles and has enclosed a compliance form for the dealer to 
sign and return to the Commission. Under such a system there can 
be no possibility of misunderstanding on the part of the dealer, who 
should know exactly from then on what is to be expected of him, in- 
stead of getting this information through the newspapers or over the 
air. 

Congress certainly doesn’t act in the manner I have just described. 
Whenever a bill is controversial you gentlemen always arrange for 
hearings and allow interested people to be heard and frequently, after 
they have presented their case, the bill is revised or amended to render 
it less objectionable and more workable. Commissions should do the 
same, although power in the hands of men not experienced in Govern- 
ment as you are, frequently can be abused. They are like the police- 
man who said to his victim: “It is not that 1 hate you, but because I 
have the authority.” 

Gentlemen, you have been very liberal with your time and I thank 
you for having given me the opportunity to present my case. 

Mr. Muurer. We appreciate your coming here and making your 
statement to us, Mr. Carey. Tell me: Did you hear the statement 
made to us a short time ago by Mr. Cross of the Rhode Island 
Tool Co. ¢ 

Mr. Carry. I did; yes, sir. 

Mr. Muurer. Do you recall his stating that somebody else got an 
order for drop forgings which he then turned over to him? 

Mr. Carey. I do. 

Mr. Muurer. How would that situation be any different than yours, 
in taking the automobiles from the manufacturer and then selling to 
the Government! Why shouldn't the Government go to the manu- 
facturer ¢ 

Mr. Carey. It is my understanding that they cannot buy them any 
cheaper from the manufacturer than from a dealer. 
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Mr. Mutrer. You do not mean to say that the Government can buy 
a large quantity of automobiles at a dealer at the same price it gets 
from a manufacturer ¢ 

Mr. Carey. I do. 

Mr. Mucrer. I would love to see the figures. I would be just as 
happy that you and the other dealers make that interim profit as for 
the manufacturer to do so. What about the ceiling put on the manu- 
facturer ? 

Let’s take a $2,000 automobile as the cost to you, the retail dealer. 
The manufacturer was allowed to add 34% percent to that. 

Mr. Carey. That is right. 

Mr. Muvrer. If you take off his tax, and so forth, his actual increase 
in price to you is about $53, so you pay $2,053, 

Mr. Carey. That is correct. 

Mr. Muurer. Are you going to sell that car to the Government for 
$2,053 ¢ 

Mr. Carry. No, sir; lam not. Neither is the manufacturer going 
to sell that car to the Government for $2,053. 

Mr. Muurer. How much does the manufacturer sell it to the Gov- 
ernment for ¢ 

Mr. Carry. He would have a mark-up of 5 to 10 percent on an order 
for two or three hundred and sometimes it runs into thousands of 
trucks, placed with the manufacturer. I believe any truck dealer in 
the State of Rhode Island would be tickled to death to handle an order 
at 5 percent of his cost. That is just what the Government is now 
paying, from 5 to 10 percent above dealer cost. 

Mr. Murer. If that is so, what prevents you from bidding on these 
contracts, as the Government lets the contracts for trucks or anything 
in the automotive line ¢ 

Mr. Carry. The contracts, as I understand it today, are not let on 
a competitive basis. They are negotiated with the factories. 

Mr. Byrnes. The General Services Administration, the agency I 
represent, on a consolidated basis purchases the automotive equip- 
ment. They do come out with figures periodically that show accrued 
savings to the Government as a result of that consolidated purchase 
plan. All agencies requiring automotive equipment must submit 
their requisitions to our central office. Once a month they are con- 
solidated and advertised under the regulations that now exist. There 
are periodical reports of the savings that accrue to the Government 
as a result of that type of consolidated program for automotive 
equipment. 

Mr. Mcutrer. From what you know about the Government buying 
in the automotive field, is it possible for any dealer to sell the Govern- 
ment at the same price as the Government gets it from the manu- 
facturer ? 

Mr. Byrnes. The field does not participate in the plan. It is at the 
departmental level. Subsequent to the purchase of those cars, we do 
yo to the dealers for service, repair, and maintenance. 

Mr. Murer. Who pays the local dealer for that ? 

Mr. Byrnes. The fiscal payment officer. 

Mr. Muurer. So that business does remain locally with the dealer? 

Mr. Byrnes. That is right. 
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Mr. Mutter. We will be glad to consider your comments, Mr. 
Carey. 

Mr. Sigmond Rosenblatt. You are the president of the National 
Glass Co., Inc., and Natcor Store Fronts, 15 Fourth Street, Taunton, 
Mass. ? 


STATEMENT OF SIGMOND ROSENBLATT PRESIDENT, NATIONAL 
GLASS C0., INC., AND NATCOR STORE FRONTS, TAUNTON, MASS. 


Mr. Rosensxiarr. That is right. 

We have shown two names in the title of this report and believe 
a few words of explanation will be helpful. 

National Glass Co., Inc., has been organized since 1885 and has been 
incorporated in Rhode Island since 1922. The company acted as dis- 
tributor for Libbey-Owens-Ford Glass Co. and also installed store 
fronts using aluminum moldings manufactured by various companies. 

During 1938 we decided to enter the field of manufacturers of store- 
front metal and adopted the trade name of Natcor Store Fronts for 
that division. Just as our product was beginning to be known in the 
industry we came face to face with the problems of World War II 
and all thoughts of further growth or expansion had to be postponed 
for the duration of the crisis. 

For the next few years we operated our glass division only and 
marked time until aluminum was again made available for civilian 
purposes. Early in 1946 the Natcor division resumed full-scale oper- 
ations and made continuous expansion during 1946, 1947, 1948, and 
1949. Because of the rapid growth of Natcor it was decided to dis- 
continue the operations of our glass division in order to concentrate 
on further expansion of our aluminum product. 

In March 1950 we moved our factory and offices to Taunton, Mass., 
where we purchased a plant which gave us a floor area of over 40,000 
square feet, approximately double the space previously available. We 
made a sizable investment in new equipment and machinery and we 
also installed a modern alumiliting plant. This process is used on 
aluminum to make the metal corrosion and weather resistant. We 
are proud to say that we have been told by many engineers that this 
processing division is one of the finest in the area and that our entire 
factory rates with the best they have seen. 

During the summer of 1950 the world entered a new crisis in the 
Far East, and the undercurrent of a coming aluminum shortage be- 
gan to be felt. Natcor Store Fronts received small allotments of 
aluminum from its various sources of supply because it had made 
only small purchases during the base periods selected, as it coin- 
cided with the period in which the company was moving from Provi- 
dence to Taunton. 

Purchases of aluminum from foreign countries had to be made in 
order to supplement our inventory. These purchases consisted of 
aluminum ingot originally made in Canada but shipped to other 
countries for resale to United States companies at high premiums. 
This took place at the time the United States refused Canada’s offer 
to sell 400,000,000 pounds of aluminum to the United States. We 
have never been able to understand this refusal. As the defense pro- 
gram became more and more real we felt that our plant facilities 








1680 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


should be diverted to operations pertaining to Government require- 
ments, and we immediately took the necessary steps to do so. 

We registered our company with the Army, Navy and Air Force 
procurement oflices, providing each branch of the service with a list 
of our machinery and equipment and a description of ——, We 
also contacted the Corps of Engineers procurement offices in all 
parts of the country, providing them with the same information. We 
finally were able to arrange for an inspection of our plant by the 
Corps of Engineers and we received an excellent rating. We have 
been trying to arrange inspections by other procurement divisions 
but have not been successful up to this time. We have followed 
very closely all bulletins issued by the Department of Commerce 
regarding invitations to bid and contracts awarded. We have at- 
tempted to obtain subcontract work from successful bidders, but we 
have not as vet been able to do so. 

At the present time we find ourselves in the position of selling 
our inventory with little chance of replacement due to Government 
restrictions. We have not been able to obtain contracts in the de- 
fense program even though we have applied through every recog- 
nized channel. Our company was held back in 1940 and unless we 
are able to obtain contracts in the current program we are faced 
again with a period of standing still. Such a period will result 
in loss of employment by our employees, and also in loss of taxes 
by the Government. 

It seems to me, as the representative of Natcor Store Fronts, that 
an effort should be made by Government agencies to utilize the facili- 
ties and the machinery and equipment which we have available. 
We recognize the fact that our production equipment cannot be 
converted to making a similar product for the Government. How- 
ever, since Government requirements are so great, we think that our 
company, and others facing the same problem, should be given test 
contracts on a cost-plus basis so that we would have the proper 
information on which to base future bids. 

We are interested only in maintaining the operations of our busi- 
ness and making a nominal profit during this period so that we may 
keep our organization intact for the time when our business will 
be permitted to resume normal operations. 

We have attached to this report a list of our equipment show- 
ing the work we are able to perform and prints of our plant which 
show that we have the area to add other equipment so that we may 
become active in the defense program. 

If we do not meet with favorable results in the very near future, 
we are not able to foresee how we will be able to continue the opera- 
tion of our business. 

I would like to add this, Mr. Chairman, if you please: With the 
restrictions on aluminum, as they stand at the moment, by the end 
of June we must complete all fabrication of items that have been 
started. We have a force of approximately 65 skilled and unskilled 
help. 

Mr. Muvrer. Hasn’t that time been extended until the third quar- 
ter? 

Mr. Rosensiarr. Only to the point where it gives us approximately 
50 percent of aluminum that we used during that base period, but 
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the idea is to try to buy the aluminum. We just cannot get it. They 
may have extended that period, but it just does not mean a thing. 

If we lose that skilled help—we certainly could not afford to keep 
them on the payroll if we do not have production—and some agency 
of the Government finally decides to award us a contract, we will not 
be in a position to produce as we could produce if either we are allowed 
to continue on our civilian work or get immediate relief by getting 
some Government work, so that we could utilize both our machinery 
and our present force. 

As I said, you will find attached to our statement a blueprint of 
our plant. You will find details of the various items that we are 
making and can make and a complete report on our equipment, size 
of building, the fine facilities we have. Utilities and everything are 
itemized here so far as the equipment is concerned. 

Mr. Murer. I trust you understand that an inspection of your 
facilities is not necessary in advance of your bidding on or your taking 
a contract, except WV here you are bidding on security items. There 
you would have security clearance. Except for that, you do not have 
to have advance inspection of facilities in order to bid on a contract. 

Mr. Rosensiarr. Various agencies we visited in Chicago, Pitts- 
burgh, Philadelphia, Columbus, Ohio, and New York, as well as Bos- 
ton, have all told us that inspections of our plant will have to be made. 
What you tell me is news. 

Mr. Mevrer. Who is right, Major / 

Major Wuarron. Mr. Rosenblatt, it is quite true; normally they 
like to inspect your plant with the purpose of knowing exactly what 
your plant is capable of for the purposes of industrial mobilization, 
but that is an all-out program for a complete war effort or a complete 
emergency effort. At the present we are not in that 100-percent over 
all production. Your plant is best suited, as far as I can tell, and 
I am not a technical person, from your folder and the description of 
your equipment, to work with the prefabricated housing people. 
There is only one place in the United States where they purchase 
that type of equipment, either doors, window frames. That type of 
equipment would fit into prefabricated houses. Would it do that / 
That is at Port Hueneme, Calif. 

Did you contact them / 

Mr. Rosensiarr. No. We were interested in one contract that was 
about to be let, and that was for portions of a ponton bridge. 

Major Wuarton. Under the Engineers? 

Mr. Roseneiarr. Of course, it was for the ¢ ‘orps of Engineers. Our 
plant is adequately equipped to handle that. That was a rush job. 
We were trying to get somewhere with that job. We just could not. 

Major Wuarron. Have you bid on it ? 

Mr. Rosensiatrr. No; we did not get all the plans or the blueprints. 

Mr. Mutrer. Has the invitation to bid gone out on it? 

Mr. Rosensiarr. Yes. Eventually we were told we would hear, 
and I imagine we will. 

Major Wuarron. Whom did you contact / 

Mr. Rosensiarr. The Corps of Engineers in Pittsburgh. Pitts- 
burgh then sent us to Chicago. Chicago sent us to New York. New 
York finally sent us to Boston. We visited each one of those agencies. 

Mr. Muvrer. Where did the invitation come from ? 
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Mr. Rosenstarr. I think the invitation to bid comes out of Chicago, 
but the request for the bid comes from Pittsburgh. ' 

Mr. Mutrer. Major, will you find out why he has not been supplied 
with plans and specifications, so he can bid ¢ 

Mr. Rosensiatr. We have heard that a contract has already been 
let for a similar type of bridge to a concern right outside of Boston. I 
cannot recall the name of the concern. Perhaps I have it here. They 
have absolutely no equipment. They have no plants. The first con- 
tract was for a million and a half. 

Mr. Mutrer. Do you have the name? 

Mr. Rosensiatr. I am almost sure I had the name. They are now 
trying to buy some type of equipment. As a matter of fact, they are 
trying to get a plant. 

I do not have the name; I am sorry. I had it. I can get you the 
name of that firm. 

Mr. Murer. Get the name and the identifying number of the in- 
viation to bid, please. 

Mr. Rosensuarr. Yes, sir. 

Mr. Mvvrer. And will you mail that information to—— 

Major Wuarron. Is there any way I can get it quicker? 

Mr. Rosensxiatr. I can get it on the phone and get it within 10 
minutes. 

Mr. Mutrer. Will you do that? 

Mr. Rosensiarr. Yes, sir. 

Mr. Mutter. This committee wants a full report on why someone 
without facilities gets a contract while someone with facilities is be- 
ing kicked around and not getting enough information to bid. 

The policy of the Government in all its procurement agencies has 
repeatedly been announced ‘that no one was to increase his facilities 
while there were existing facilities that could do the job. You have 
the facilities, but someone who has to build a plant now has to go out 
and build that plant. 

Mr. Rosensiatr. We will get that information. 

Mr. Datmas. I want to clear up one statement in your formal state- 
ment, if I may. You note here that you purchased—unfortunately 
I was called to the telephone—aluminum ingots. 

Mr. Rosensiatr. We purchased aluminum ingots from a jobber in 
So. Louis who bought a boatload that came in from France, and when 
the ingots finally got to our plant, each ingot was marked “Alcan,” 
made by the Aluminum Co, of Canada. We paid a high premium, 25 
cents a pound over the present price. 

Mr. Dautmas. You have an extrusion plant? 

Mr. Rosensiarr. No; we sent it to an extruder. We own our own 
dies. On top of paying the higher price, we had to pay a toll charge 
to convert those ingots into the billets from which our extrusions are 
made. 

Mr. Damas. This matter of the importation of aluminum ingots 
from Canada and the fact that a stipulation was tied to the sale of 
them to the United States has come up before. That came oui in 
Indiana. We were assured at that time by the Aluminum Co. of 
America, which had a representative there answering questions, that 
we had imported directly from Canada some 170,000 tons of aluminum 
during the past year and that the stipulation had been waived, so 
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that the aluminum ingots could be imported from Canada and they 
were importing them as fast as they were making them out there. 

Mr. Rosensiatr. That is peculiar. 

Mr. Datmas. Which does not altogether square with this experi- 
ence which you have described to us. I think, Mr. Chairman, the 
staff should look into the matter a little further. 

Mr. Rosenstatr. That is peculiar, sir, because only yesterday we 
were visited by a concern from Canada which has an extrusion plant 
and we were asked whether or not we would give them some of our 
patent rights to make some of the material for us and ship it to some 
of their Canadian customers. We said “No.” We asked him whether 
he could manufacture and send it to us in this country. He said “No.” 
because there is a reciprocal agreement between Canada and the United 
States not to ship any more aluminum from Canada to the United 
States. I can get you the name of that individual. 

Mr. Murer. That information is inaccurate, not to take aluminum 
from Canada. 

Mr. Rosensiarr. I will get you that information in a few minutes. 

Mr. Datmas. We have certain agreements with Canada dealing with 
certain commodities, but I understood that aluminum was not one of 
those commodities. 

Major Wuarron. Where did the order originate from? I believe 
that it came out of the district engineers at Philadelphia. See if that 
is the place. Find out what particular engineers’ office it originated 
from. 

Mr. Mutrer. You understand that all of the procurement offices may 
send out the invitation to bid, but actually it may have been controlled 
and awarded by a particular office. So, although you may get your 
invitation from Chicago or Boston, Philadelphia might still let the 
contract. We would like to have the origin. 

Major Wuarron. I think you felt that was the normal place to buy 
pontoon bridges. The Chicago engineers’ office has just been split up 
and the authority to purchase, not only for the Army engineers, but also 
other services certain items, has been put into some of the separate en- 
gineers’ offices. Pontoon bridges represent one of them. It is no 
longer purchased out of the Chicago office. That authority now rests 
with the Philadelphia office, and that is probably one reason you felt 
you were getting a run-around between the engineers’ offices. They 
were at that time splitting up that authority to purchase. It did cause 
a great deal of wrk were I would like to know not only the office that 
originated the bid and any information about what they sent you 
or didn’t send you that you needed to complete your bid. 

Mr. Muurer. Thank you, Mr. Rosenblatt. 

(The blueprint of the plant of National Glass Co., together with 
details about its equipment, and brochure, submitted to the committee 
will be found in the files of the committee. ) 

Mr. Muurer. Earl H. Fadden, Anodizing Co. of New England, 
South Westport, Mass. He asked permission to be heard. 

Is there any person who wants to be heard? Is there anyone repre- 
senting small business, any individual or representative of any firm 
or company, who wants to be heard ¢ 

Will you come forward, please. 
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STATEMENT OF LEO BRYNES, PEERLESS PRECISION PRODUCTS CoO., 
PAWTUCKET, R. I.—Resumed 


Mr. Bryrnes. I do not have a written text, but I would like to make 
an observation. 

Mr. Muvrer. Your name? 

Mr. Brynes. Mr. Leo Brynes, Peerless Precision Products Co., Paw- 
tucket, R. I. 

Mr. Murer. Will you come forward. Your address? 

Mr. Brynes. 122 Bacon Street, Pawtucket, R. I. 

I am a representative of the Small Business Advisory Committee of 
the Department of Commerce, but I speak as a manufacturer, not in 
that capacity. 

It is apparent from speaking with small-business people today that 
on your invitations to bid you create a hardship for the small real busi- 
ness man when you state in the financial information required that any 
contract to be awarded over $1,000 must be accompanied by—and you 
go on for about 20 different lines and brackets where you request finan- 
cial information that I do not believe is available to the average small- 
business man without his calling in a CPA. In many cases I do 
know where they have shied away from quoting on contracts that might 
go in excess of $1,000 for fear of filling out the reverse side or the back 
of your invitation to bid. I do believe—and the consensus has. been 
arrived at from speaking to the small-business people—that $10,000 
would probably be more in line for the specific information you request. 
I do not believe that there would be any hardship or any disadvantage 
to the Government to place an order up to $10,000 without that finan- 
cial information. It certainly places a small firm at a disadvantage. 

In this particular case I would be referring to a firm with 50 or 
less employees. There are many in this particular area. It is my 
recommendation that that be changed to possibly $10,000, or a more 
equitable figure, without necessitating a small-business man getting 
an accountant in and determining his overhead at this particular time 
or his operating costs, et cetera, an expense which I know is not avail- 
able so readily as it is for larger businessmen. 

Mr. Datmas. Mr. Byrnes, how much detail do they want in the 
financial statement. 

Mr. Brynes. I don’t know whether you are familiar with the 
average invitation to bid. 

Mr. Damas. I have seen a lot of them. 

Mr. Brynes. Would there be one available? There are quite a 
few pertinent questions that would require. I believe, an accountant. 
I know from our own business, when we do have a contract over the 
stipulated sum, we require an accountant to complete the financial 
information, as it changes quite readily in all small companies. 

Mr. Muvrer. Mr. Byrnes, would you care to comment on this ques- 
tion raised by this gentleman / 

Mr. Brynes. It is very common to the Boston ordnance procure- 
ment, 

Major Wuarron. I am sorry we do not have a copy. I know what 
you mean. It isa lengthy form on the back. 

Mr. Murer. General Services doesn’t require that detail? 

Mr. Brynes. No. They may where they are concerned about set- 
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ting up a concern in business by reason of an award. We do not have 
that experience. 

Mr. Daumas. Mr. Chairman, my understanding is that in working 
out the contract now utilized by General Services, and I thought the 
Department of Defense, had worked out a uniform contract that 
would apply to all agencies of the Government. Now it seems that 
the Department of Defense is using some other form of contract. Is 
that correct ¢ 

Major Wuarron. I am not at all aware of whether it is different 
or the same. 

Do you know what information he is referring to, Mr. Wolf? 

Mr. Brynes. If that provision were to appear in the invitation as 
part of the terms and conditions the Department of Defense might, 
by reason of the circumstances, set that up in a special provision 
which would be added to the standard form. 

Mr. Murer. The standard form you have in your hand is the 
standard form of contract? 

Mr. Brynes. Invitation. 

Mr. Darmas. For all the agencies—civilian and defense. 

Mr. Murer. This is what we are all supposed to be using, except 
that there is a special attachment / 

Mr. Brynes. Every invitation issued by the Boston ordnance is 
accompanied by two seets for financial information, including over- 
head, normal man-hours, G and A, profit, amount of assistance re- 
quired, additional equipment required, et cetera. 

Major Wuarron. I believe he is referring to the statement that is 
on the back of many invitations to bid, sir, and I will get you a copy 
and see that you have it. 

Mr. Mutter. Also find out why they are adding that to the general 
form of invitation to bid and award as promulgated as Standard 
Form 33. 

Major Wuarron. This is additional information, I believe, which 
is asked. It is not a part of the bid information itself. I believe it 
is an additional sheet, is it not ¢ 

Mr. Muvrer. As I understand it, are all the procurement offices 
asking for that additional information, do you know ? 

Major Wiarton. | imagine they are, but I will have to get you an 
answer. I cannot give you an authoritative one. 

Mr. Meurer. Let’s try to find out why they are asking for that 
additional information, what prompted their asking for that addi- 
tional information. 

Major Wuarron. Yes. 

Mr. Murer. And what types of contract they apply to. 

Major Wuarron. Yes. 

Mr. Brynes. From my observation, sir, about 90 percent of the 
contracts sent from various parts of the country do have that accom- 
panying it. 

Mr. Murer. I personally had not heard that complaint before. 
It may apply in other places, too. 

Mr. McCormick, do you want to make a statement at this time? 

Mr. McCormick. Yes, Mr. Multer. 

I want to briefly report on this matter of the wool processors, wool 
manufacturers here. The suggested amendments are in the hands of 
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our people who are working on this regulation. Three of these sug- 
gested amendments are in this regulation that we are talking about, 
two definitely and one, they feel—No. 4—practically covers every- 
thing that these folks request. 

The gentleman who presented this is requested to file in more de- 
tail. That is the one referring to costs, indirect costs, file in more 
detail not only the details of the costs of his own company, but of 
the companies he represents. And we will give him consideration. 

The other point is that they have made plans to work throughout 
the night tonight to get this wool order out, and it should be out by 
Friday by all means. They realize the intensity of the situation and 
it probably should be approved tomorrow. 

Mr. Mvturer. Thank you. 

Mr. Rosensuatr. I have that information. The name of the con- 
cern that received that first contract is the Cottin Co., Middlesex 
Street, Lowell, Mass. It was approximately a million and a half. 
The order originated from the Procurement Division of the Corps of 
Engineers in Pittsburgh and came through Chicago. 

Major Wuarton. When was that invitation to bid put out? 

Mr. Mutter. Do you have an identifying number ? 

Mr. Rosensxarr. I couldn't get an identifying number. 

Major Wuarton. When was the invitation to bid put out? 

Mr. Rosensiarr. I didn’t have that information. 

Major Wuarton. When was the closing date? 

Mr. Rosensuatr. March 6. 

Mr. Mvuurer. The item was pontoons? 

Mr. Rosensiatr. Pontoons. 

The name of this outfit in Canada is the Raymond Engineering Co., 
of Lachine, Quebec. I checked further and we were told the same 
story. 

I have an apology to make to the Corps of Engineers. This after- 
noon, while I was away from the office, we received a set of plans 
from the Corps of Engineers of the United States of Pittsburgh on 
some additional pontoons, the ones I was telling you about. 

Mr. Mutter. When does that bid close ? 

Mr. Rosensiatr. On the 28th of this month. 

Mr. Mutter. You have a lot of time to get your bid in, haven’t 
you? You might find out why the details on this matter were de- 
layed in getting to him, giving him 4 days in which to get that bid in, 
which will probably run a million dollars or more. 

Mr. Rosensiatr. Over a million. 

Mr. Murer. How soon do they want delivery? The next day? 

Mr. Rosenstatr. They want the contract completed, as I under- 
stand it, on September 1. 

Mr. Mutter. Thank you, Mr. Rosenblatt. We will do what we can 
to find out the story and rectify this situation if it needs any recti- 
fying. 

Mr. Rosensiatr. O. K. 

Major Warton. We will send you a letter on it, Mr. Rosenblatt, 
and it might be that I can get an answer by telephone tomorrow. 

Mr. Rosensiatr. That isn’t necessary. We will get that bid out. 

Major Wuarron. Would you like to have the additional informa- 
tion on the prefabricated houses? 
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Mr. Rosensuatr. Yes, I would. 

(Discussion off the record) 

Mr. Mutrer. Mr. Bartlett, do you want to make a concluding state- 
ment ¢ 

Mr. Barttert. I do not believe I have anything to add. 

Mr. Mutrer. Mr. Byrnes, would you want to make a concluding 
statement at this time on behalf of your service / 

Mr. Byrnes. My statement, Mr. Chairman, will stem from the fact 
that most of the material for discussion at these meetings appears to 
me to point toward participating in Department of Defense spend- 
ing. Briefly. the General Services Administration is a civilian pur- 
chasing agency of the Government and for the Government, with 10 
regions, one of which serves New England, out of Boston, and main- 
tains a warehouse with some 32 items from which the Federal agencies 
draw on us with their purchase orders. We purchase for replenish- 
ment. 

In addition to that, we offer to the Federal agencies and continually 
conduct for them direct procurement; in order words, of our catalog 
items. There are hundreds of items they do not have the procure- 
ment facilities to acquire, and they request our assistance. And we 
have gradually, as a result, been able to offer it to them and obtain 
what they need for their needs. 

We buy on a 3- or a 6-month projected lead time for replenishment 
of the warehouse, and we are governed, of course in the case of direct 
purchases by the need of the requesting agency. 

Through our Washington facilities—and this is important, since 
I had a question privately today—they control most of the Federal 
supply schedules. As small-business men, you may not be acquainted 
with those. But they provide immediate ordering facilities or sources 
to all the Government for some 40,000 items. They run 3, 6 months, 
and a year terms. That is gradually being decentralized out to the 
field. That is already under way. 

In our Boston operation, the majority of our contracts are going 
to smaller business. Our reports once a month to our departmental 
headquarters indicate that both dollarwise and contract totals are in 
favor of small business. I have had occasion to send my buyers right 
out to the street. In the city of Springfield the small-business men 
were out at 10 o'clock at their warehouses with my procurement officer 
and they did the finest job of cooperation possible to set up an NPA 
office out there in 48 hours. That is service. 

We are looking for additional sources of supply continuously be- 
cause it is to our advantage and to your advantage mutually. We 
need all the sources of supply that we can get. We do not turn down 
anyone and we put ourselves out to see that you are taken care of if 
you have something that we normally buy or we might be of assistance 
to you. 

Mr. Moutrer. Thank you, Mr. Byrnes. 

Do you have any figures available as to what your agenc y is doing 
by way of awarding contracts to small business, percentagewise and 
dollarwise ? 

Mr. Byrnes. Our direct purchases total, for the month of March, 
about $75,000. We did probably warehouse issues of over $100,000, 
which, of course, are being replenished. The majority of those con- 
tracts and purchase or ders went to small business in New England. 
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There are term contracts for some of our items which are executed 
in Washington, or in the paper or related paper items, through New 
York, and there are some in C hicago. We send our requisitions out 
on those things to those points. 

There is a consolidated order, but they go to small business, too. 
On a consolidated basis we all benefit. 

Mr. Datmas. Mr. Chairman, General Services Administration has 
done a very good job insofar as small business is concerned. The last 
report that we had for the latest quarter available of all purchases by 
General Services Administration showed that small business, accord- 
ing to the definition in the Federal Procurement Act, Civil Procure- 
ment Act, had received 54 percent of the total of all purchases by the 
General Services Administration. That quarter was the last quar- 
ter of 1950. 

Mr.’ Mouvrer. Colonel Thomas, do you want to add anything at this 
time in a concluding statement ? 

Colonel THomas. No. 

Mr. Murer. Major Wharton. 

Major Wuarron. Yes; Ido. Ihave the form to which the gentle- 
man referred. As I understand it, the agencies have allowed addi- 
tional information to be requested by the purchasing officers, and I 
will check on this to be quite sure. The form to which the gentleman 
referred is a Boston Ordnance form. It is not a Department of 
Defense form. We will get you an answer from Washington if pos- 
sible tomorrow on it. 

Mr. Mutter. Thank you. 

Mr. Peabody, would you care to make a statement at this time ? 

Mr. Peanopy. Yes, Mr. Chairman. I believe your committee is 
holding hearings tomorrow in Worcester, Mass., and on Thursday in 
Manchester, N. H. Is that correct ¢ 

Mr. Muurer. That is correct, sir. 

Mr. Peanopy. Would you state who is arranging those meetings in 
ach city? It might be helpful for some people or for the record if 
we knew who it was, so those people could get on the agenda. 

Mr. Datmas. Dr. Lucas, in Worcester, but he. unfortunately, went 
to the hospital yesterday for an operation. Philip Darling, New 
Hampshire Manufacturers Associ: ition, in Manchester. 

Mr. Prasopy. What is Dr. Lucas’ office ¢ 

Mr. Murer. The Worcester meeting tomorrow will be held in the 
Hotel Sheraton in Worcester, Mass. In Manchester it will be held in 
the auditorium of the Chamber of Commerce of Manchester, N. H. 

Mr. Mautoy. I am John D. Malloy, executive secretary, Smaller 
Business Association of New England. 

I want to speak for the members of the association and officers of 
the association and tell you that they appreciate what you and your 
committee are doing in obtaining the presentations of the problems of 
small business in this area. We have tried to dig out the problems 
~ you. 

*. Murer. Thank you. 

Mr, Monanan. There is one more problem that we had brought to 
our attention yesterday. Unfortunately, the man could not appear 
himself. He gave us some details. It is in connection with rubber 
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goods. This man isa manufacturer of footwear. He put in an appli- 
cation for some additional supplies of rubber to the NPA, and I 
understand that there is a base period, 1949 and the early part of 1950, 
on which the allocation is to be based. As everyone knows, in this 
particular area, during that time, it was greatly depressed. AI] indus- 
tries were. They did not use the normal supply of rubber or any- 
where near it. 

So they put in an application to the NPA for additional supplies 
for their relief, and they got a return reply where their petition was 
denied with no reasons given therefor. They are very, very much 
upset about it. 

I would like to put this on the record and have the privilege of 
forwarding the full information to your committee in Washington. 

Mr. Murer. We will be pleased to have you do that, sir, and we 
will certainly give it our attention. 

Mr. Monanan. He would like to know the reasons, perhaps. He 
would like to get additional rubber. 

Mr. Muvrer. He did submit his petition in the first instance to the 
office here and they sent it to Washington ? 

Mr. Monanan. It went to the NPA. I do not know whether it 
went to the local office or otherwise. I have all the particulars on the 
tonnage they use, and everything. He asked me to keep it confidential. 

Mr. Mutrer. We will treat it that way. 

Is Mr. Tanner still with us? 

Mr. Barruerr. No. I believe the gentleman you speak of is the 
man who was over at the Hartford meeting yesterday, from Middle- 
town, Conn. 

Mr. Monanan. No, he is from Providence, R. I. 

Mr. Barrierr. We had a similar manufacturer from Middletown, 
Conn., and the situations almost are parallel. In that instance, the 
last action taken was where he wrote to the Office of Small Business 
this month, and I agreed in that case to follow the matter through. 
Since this is parallel to the other situation, we would be glad to have 
the facts. 

Mr. Monanan. I would like to have the privilege of putting it in 
the record and forwarding the information. 

Mr. Mvuurer. May we have the name of the firm ? 

Mr. Monanan. The name is Goodyear. 

Mr. Barrierr. That, is Mr. Roberts, the Goodyear Footwear Co., 
of Middletown, Conn. That was brought up yesterday. I agreed 
to talk with Mr. Roberts and agreed to help him. 

Mr. Monanan. On behalf of the Governor’s Commission on Small 
Business, I want to thank the Members of Congress for coming here 
and giving us their time in our hour of trouble. I think perhaps the 
small-business man of Rhode Island tonight has the feeling that 
there is someone definitely interested in his problems, and doing 
everything possible to see that his ills are cured. 

We also want to thank, in particular, our Representative, Mr. 
Forand, for spending his day with us here to familiarize himself more 
closely with our problems, and we assure him that we will bother him 
from time to time. We regret the fact that Congressman Fogarty 
was unable to be here and his duties held him in Washington. We 
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appreciate the interest his office gave us in making arrangements for 
this meeting. 

Again, we thank you, gentlemen. 

Mr. Muurer. The thanks rather should come from us. On behalf 
of the committee and our staff, permit me to say that we are pleased 
to have had the opportunity to come to your city and to your State 
and to try to assist you in solving your problems. We are deepl 
indebted to you, Mr. Thomas Monahan, chairman of the Governor's 
Commission on Small Business, and to you, Mr. Everett Woodmancy, 
executive secretary of the Rhode Island Port and Industrial Develop- 
ment Commission, for your fine cooperation in helping set up this 
hearing and in all of your work, without which this hearing could 
not have gone on as pleasantly and as smoothly as it has. Of course, 
we are deeply indebted to Congressman Forand for his hospitality. 
It has been a pleasure for us to be here and to work with you and, 
if you will keep in touch with us from time to time, we will try to 
help you solve your problems. 

Thank you very much. 

Mr. Foranp. Mr. Chairman, before you close, I want to publicly 
acknowledge the kindness of your committee. It did not require much 
urging on my part to come out here. The minute I mentioned it, im- 
mediately I got a response, and I am sure all of the businessmen repre- 
sented here during the day are grateful for Washington coming to 
Providence rather than Providence having to go to Washington. 

Mr. Murer. Thank you, sir. 

The metting is adjourned. 

(Whereupon, at 4:30 p. m., the subcommittee recessed.) 








PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


WEDNESDAY, APRIL 25, 1951 


House or RepresENTATIVES, 
SuscomMiTrer No, 1 oF THE Setecr CoMMITTEE 
on SMALL Business, 
Worcester, Mass. 


The subcommittee met, pursuant to notice, at 10: 10 a. m. in the ball- 
room, Hotel Sheraton, Worcester, Mass., Hon. Abraham J. Multer 
of New York presiding. 

Present: Representative Multer. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; Jeremiah Riley, of the staff. 

Present representing Federal agencies: Col. O. E. Thomas, and 
Maj. Margaret R. Wharton, Munitions Board, Department of Defense; 
Walter J. O'Donnell, manager, Office of Small Business, Reconstruc- 
tion Finance Corporation; Leo H. McCormick, assistant to the Ad- 
ministrator, and Endicott Peabody, Office of Price Stabilization; 
John S. Bartlett, field representative, John T. O’Conner, and George 
W. Grebenstein, National Production Authority ; Joseph H. Sheehan, 
Reconstruction Finance Corporation; Daniel J. Young and Joseph FE. 
Byrnes, General Services Administration. 

Mr. Muvrer. We will now hear from Mr. Lyle Harris, president of 
the chamber of commerce, Worcester, Mass. 


STATEMENT OF LYLE HARRIS, PRESIDENT, CHAMBER OF 
COMMERCE, WORCESTER, MASS. 


Mr. Harris. Congressman Multer, ladies and gentlemen, repre- 
sentatives of the small business of Massachusetts. Because of the ill- 
ness of Prof. Arthur Lucas, professor of Clark University, and eco- 
nomic adviser to this committee, it is my privilege and pleasure to 
present to you the Subcommittee of the House of Representatives on 
Small Business. 

As you know, they have been holding meetings throughout the Mid- 
west for the past 4 months and are currently holding meetings in four 
New England States—Hartford, Conn.; Providence, R. I.; Worces- 
ter. Mass.;: and Manchester, N. H. 

It is a pleasure to welcome this committee to the State of Massa- 
chusetts and particularly to the heart of the Commonwealth. It is 
also a pleasure to welcome you, our friends and neighbors of Massa- 
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chusetts, to Worcester, and we hope that your stay here will be pleasant 
and profitable. 

Without any further remarks, I would like to present Congress- 
man Multer, who is presiding today. He is a member of the Small 
Business Committee of the House of Representatives. 

Mr. Mutrer. Thank you, Mr. Harris. 

On behalf of the Small Business Committee of the House and our 
staff, may I first say it is a privilege for us to be here with you in 
Worcester. We sincerely appreciate the very kind cooperation that 
we have received from your local people here. We are sorry Dr. Lucas 

cannot be with us on account of his illness, but we know the work he 
did j in helping set up this hearing, and we are sincerely appreciative 
to him and to Mrs. Lucas, who, when he was taken to the hospital, 
pitched in to finish up on the job he had started. 

We also are most grate ‘ful to Mr. Harris for taking over on account 
of Mr. Lucas’ illness, and we thank him and the members of the 
chamber of commerce for their cooperation. 

I think we ought to say a word of praise to Mrs. Williams, Maloy, 
and Noonan, for the fine cooperation they have given to us in setting 
up, not only this hearing, but all of the hearings throughout the New 
England States. They “have done a yeoman job, and we must take 
this opportunity to express publicly our appreciation for what they 
have done. 

With reference to the work of this committee, small business has 
various definitions. The Department of Commerce, through its 
Census Department, has promulgated a definition which has been 
used widely throughout the country, indicating that any business 
is a small business if it has less than 500 employees. ‘This committee 
does not go along with that definition. We believe that the definition 
of small business necessarily varies from industry to industry and 
we feel certain that all of you gentlemen who have come here today 
feel that you represent small business. We go along with you in that 
opinion, and we will be glad to hear anything and everything that 
you have to say with reference to your problems. We do not promise 
to give any of you any war contracts. We do not promise to get for 
any of you any materials that you need so badly in your various en- 
terprises. We do hope that, by the end of the day, you will be con- 
vinced that we and the various representatives of the Government 
agencies who have come here today want to serve you, want to help 
you to solve your problems. 

If at the end of today we have solved any specific problems for 
you, indicated to you how you can get defense contracts, either prime 
or subcontracts, and indicated to you how you can get materials, I 
think that is all you can expect and all you want us to do for you. 

After all, this is still the land of free enterprise and if we simply 
indicate to you how you can keep it that way, we have done what 
you expect of us, and then you can carry on from there. 

I think at this time we ought to present the persons who are present 
here with us. First we have the executive director of our own staff 
from Washington, Mr. Dalmas, who sits on my right, and also of 
the staff, Mr. Jerry Riley, who sits on my left. ; 

Then we have on his left, Mr. Leo McCormick, who is the assistant 
to Michael DiSalle, Director of the Office of Price Stabilization. 
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Going to the right of Mr. Dalmas, we have Walter J. O'Donnell of 
the Office of Small Business of the Reconstruction Finance Corpora- 
tion. The very fact that he is here indicates to you that that organi- 
zation is still operating and has an Oflice of Small Business to help 
you. 
Then on his right we have Maj. Margaret Wharton of the Office of 
Small Business of the Munitions Board and she, like Colonel Thomas, 
who sits at the further table, of the same oflice, represents all of the di- 
visions of the Department of Defense, although they wear the Army 
uniform. They represent the Department of Defense, which includes 
the Air Force, the Army and the Navy. 

Then we have John Bartlett of the Washington office of the Na- 
tional Production Authority. Next to Mr. Bartlett we have Mr. 
O'Conner of the Department of Commerce, NPA. 

Mr. O’Conner. My name is John T. O'Conner and I am with the 
local Worcester office of the NPA, Department of Commerce. 

Mr. Mvuvrer. Then to the right of Colonel Thomas, Mr. Joseph 
Sheehan of the RFC office in Boston, which takes in this region, 

Then on my left we have Mr. Endicott Peabody, regional attorney 
of the Office of Price Stabilization, which takes in this area. 

Then we have Mr. Byrnes of the Federal Supply Bureau of the Gen- 
eral Service Administration for this area. 

Then we have Mr. Young, Daniel Young, Regional Counsel for the 
General Services Administration. 

I think I have introduced all the representatives of the Government 
who are here. If there are any in the audience whom I have over- 
looked, I wish they would come up to one of the tables on the left or 
the right and introduce themselves. Sometimes there are local rep- 
resentatives who come to these meetings and do not make themselves 
known to us until after we get under way. 

In order to attempt to go through the entire schedule and prepare 
it for us—and we do want to give everyone who has come here, whether- 
his name appears on the list or not—an opportunity to be heard, al- 
though we will, of course, give preference to those who indicated in 
advance their desire to be heard—in order that we can get through the 
day’s work, unfortunately, time does not permit us to spend more than 
1 day here, and I respectfully request all of you who have prepared 
statements, when you come up to testify, if any of you find that the 
subject has already been covered and your problem has already been 
answered because of a problem presented by a prior witness, you may 
file your statement and we will make it a part of the record, and this 
entire record will be carefully perused by the entire 11-man committee 
when we get back to Washington in order to formulate any recom- 
mendations that should be made as a result of these various hearings. 

Of course, you understand that this committee is not a legislative 
committee. We cannot report legislation to the House. We can only 
investigate, study, and make recommendations to the House and to 
legislative committees that can report legislation. 

It will be appreciated if you will make your oral remarks as brief 
as possible. We will then refer your problem, if you present a specific 
one, to the appropriate agency. If the committee cannot answer it 
and the staff and representatives cannot answer your problem, we will 
get an answer by telephoning the appropriate agency before we get 
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away from here, so we can at least solve some of the problems before 
we leave. Those that require any extensive investigation will be in- 
vestigated after we leave and a report will be made to you, as well 
as the committee, when the matter under investigation is completely 
studied. 

We will start the morning’s session by asking Mr. Ray Hudson to 
come forward. Mr. Hudson. : 

Give the reporter your full name and address. 


STATEMENT OF RAY M. HUDSON, MANAGER, INDUSTRIAL DEPART- 
MENT, NEW ENGLAND COUNCIL, BOSTON, MASS. 


Mr. Hupson. As many of you know, our organization is an all New 
England development organization, devoting its principal activities 
to the promotion and development of industry and agriculture. So, 
in that capacity, our industrial department concerns itself principally 
with the problems of our present manufacturers and with the con- 
ditions which are favorable and helpful in bringing new industries 
into the regions we work in. 

We work with many of the established organizations throughout 
New England, such as the Worcester chamber, and many others. 

In anticipation of this meeting we made a canvass among the smaller 
manufacturers of the region and received quite a substantial number 
of replies. As a point of information or general reference, I would 
like to say, to give a little picture of our industrial structure, that 
according to the 1947 census of manufacturers, we have 20,257 manu- 
facturing establishments in New England. Of that number, from 
85 to 88 percent employ on the average of 100 persons or less. Only 
about 10 percent employ between 100 and 500, and barely 2 percent 
employ 500 persons. So it shows that this region is predominantly 
the home of small industry. We are a highly diversified area. We 
have 220 different lines of manufacture here, out of the three-hundred- 
odd that are listed by the Bureau of the Census. 

Consequently, we have more problems to the square inch as a result 
of the defense program than perhaps any other area, just by reason 
of our present structure. 

In this statement, of which you have copies, I just highlight a few 
of the points, because I know you are pressed for time. From the 
beginning we have tried to cooperate with our New England manu- 
facturers in getting into the defense program. The larger ones who 
have been able to bid successfully have procured prime contracts. 
But they are relatively few compared to the great number who have to 
look to the prime contractors, either inside or outside this region, for 
bits and pieces or parts or subassemblies which they can make or else 
get enough material to keep afloat on essential civilian production. 

This area being one in which there is a great deal of specialty manu- 
facture, of course, gets pressed very hard when the item cannot be 
truly cataloged as an essential civilian item. It is of importance and 
of enough general use for a number of people to enjoy and others to 
make a living out of the manufacturing and sale of it, but it isn’t a 
truly essential item. That group is the group which is having the 
greatest difficulty in getting materials or getting into the defense pro- 
gram as a subcontractor. 
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The feeling generally is that when the controlled-materials plan is 
etsablished and wholly operating, it will give them a little break so 
far as the open-end set-up permits some free material. It cannot be 
expected—and no one expects—that it will solve all their problems. 

Some of the smaller companies are considering pooling arrange- 
ments, which I am pleased to note at last have been provided for. 
We may find a solution in some cases in the pools as and when 
established. 

The report which I am giving you is in some detail, and I shall not 
go over this with you now except just to emphasize one paragraph 
on the bottom of page 3. That tells that: 

Seventy-two percent of the manufacturers replying are trying to offset the 
drastic period of shortages by seeking out prime contracts with procurement 
agencies. Some 77 percent are receiving subcontracting work— 
that is, those who replied; these figures are not for the region as a 
whole, the fifteen or eighteen thousand; it is just out of the 500 that 
answered— 
and 70 percent are manufacturing their regular lines with substitute materials. 
Only 18 percent are manufacturing their regular lines with substitute materials. 
Only 18 percent are bringing out new products not requiring critical materials. 
And 62 percent state that they are reducing their work forces, some by as high 
a preportion as 40 percent, others as low as 10 percent. 

We pride ourselves in New England as being the home of Yankee 
ingenuity, and we find ways to adapt and adjust t to changing times and 
conditions, but without material it is not possible to make anything. 
They have resorted to various things, such as using left-over stocks of 
materials, odds and ends, whatever they could buy in scrap supplies 
here and there. The worst thing that is happening in some instances 
is Where manufacturers are cutting down on hours of work, short- 
timing their employees from 5 days to 4 or 3. We think that is a 
dangerous expedient, since people working short hours will seek full- 
time work in defense plants, and that can have only one effect—to close 
the plants operating on a short-time basis, unless there is some meas- 
ure of relief. 

We think the activities of the various agencies are well intended and 
are well executed. We, however, see opportunity for more extensive 
effort on the part of some to assist the small-business man to get into 
the program. 

We find that many of the small-business men need an interpretative 
service, a more helpful service. I have heard some of the representa- 
tives say, “Well, it is the small-business man’s job to sell his stuff.” 

Well, that is all right, if you know exactly what the other fellow 
wants, but I cannot sell you a suspension bridge when that is not 
something you are going to use. We must sell you something that is 
of importance to you. 

Therefore, I would support the group in these replies that wants 
more help as to what is wanted, how it is made, and what it is com- 
posed of, and where they can get the necessary materials. 

The service, in other words, must be more personalized, and we have 
suggested and recommended that the small-business end, whether it is 
in the Defense Department or in NPA or wherever else it is, person- 
alize their services to the needs and problems of the small-business men 
in the area. They have experienced professional consultants or 
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interpreters in the local offices to render that type of service. We 
think that perhaps would be the most needed and the most construc- 
tive step that could be taken. 

Mr. Chairman, that completes my statement, except as the details 
are given in the report. 

Mr. Muurer. We appreciate your coming here, Mr. Hudson, and 
presenting this story of New England as you have. It is one that 
we are already familiar with, having heard the same general story 
in Hartford and Providence. So some of the matters that you present 
are already familiar to us. 

In view of your general presentation, it might be well at this time 
that we have a general statement made to you by some of the agencies, 
so that those that are here can learn of some of the places where they 
can get the information they need and what we are trying to do to 
bring that story to them. 

I might tell you that in addition to our committee having urged 
that small business get together in so-called pooling operations, so 
that they could take prime contracts as a group that they might not 
otherwise be able to take as individuals, this committee has unan- 
imously sponsored H. R. 1600, which is to reactivate the Smaller 
Defense Plants Corporation, or what was known in World War II 
as the Smaller War Plants Corporation. If that bill is enacted into 
law—and we are hopeful of getting a hearing before the legislative 
committee that has it before it, the House Banking and Currency 
Committee—that bill will do a great deal to help small business. 
The Corporation will be authorized not only to inventory all of the 
facilities of small business, so they can be channeled into the defense 
effort, but, in addition, the Corporation will be authorized to take 
prime contracts at no profit to the Corporation, which would then 
be farmed out piecemeal to the various small-business men who can 
perform part of that job. In that way they can channel these con- 
tracts to small business. 

In addition, the Corporation will be authorized to make loans to 
small business and will be authorized to finance contracts and the 
performance of the contracts, as well as the expansion of facilities. 

1 am hopeful that before we get much further along in the current 
session of the Congress, we will be able to get that bill to the floor. 
I know it will have favorable reception in the Senate where it is 
sponsored by a good many Members of the Senate as well as by the 
Small Business Committee of that body. 

It might be well at this time if Mr. Byrnes, talking for the General 
Services Administration, would give you some statement about his 
organization and how it operates, so that you may get familiar with 
how you may get some contracts or sell some goods to the Govern- 
ment. Mr. Byrnes. 

Mr. Byrnes. Mr. Chairman, in speaking for the General Services 
Administration, specifically I represent the Federal Supply Service. 
The General Services Administration, with its senidadl office cover- 
ing region 1, which comprises the New England States, primarily is 
operating as a servicing element to the executive civilian agencies of 
the Federal Government in what is known as the New England area. 
We have a Public Building Service, as well as a Federal Supply Serv- 
ice, that acquires, manages, and controls the allocation, acquisition, 
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and management of all space occupied by the Government agencies 
in New England. The exception to this statement is, of course, the 
Department of Defense, which takes care of its own space area. 

The Federal Supply Service operates a procurement system based 
on a procurement of part of its needs at the Washington departmental 
level, now known as region 3 in the procurement service. At Boston 
we maintain and operate a large warehouse, storing for reissue some 
3,000 to 3,200 items, with a prospective building up to 10,000 items. 
The larger portion of these items is procured through our facilities 
located in the Federal Post Office and Courthouse building, Boston 9, 
Mass. 

We operate in the proc urement at ng am in replenishing this ware- 
house on a 3- to 6- or 9-month basis in quantities. When I speak 
of the civilian needs of the Dotetadsash, nominally you see when you 
enter an office, the office furniture and office machines. We do, how- 
ever, go far beyond this, since we service the field elements and among 
our items are the janitorial supplies, insecticides, some small hand 
tools, some of the electrical merchandise, wiping cloths. We will 
have dishes in the near future—kitchenware. In addition to that we 
have what is known as the paint and related paint-line items. 

We stock hundreds of papers and related paper-line items. All of 
these are not considered defense procurement. ‘The nearest we ap- 
proach this is through our servicing of the Department of Defense 
with their facilities located in the New England area. 

There has been recently an agreement established at the Washing- 
ton level whereby the defense departments will come to us as we 
develop the relations for all of our catalog items. Similarly, the large 
Veterans’ Administration facilities likewise will look to us for this 
service. That means we are looking forward to expansion; and to you 
businessmen who are present at this meeting and to the businessmen 
throughout New England, I might say at this time that largely our 
purchasing to date is coming through these smaller business sources 
of supply. This is due in some measure—no small measure—to the 
fact that daily coming into our office are requests for the posting of 
the names of sources of supply to our invitation bidders list of all 


classes. 
We cert: uinly apprec iate and like and look forward to incre asing 
lists of sources of supply. It is of mutual advantage to us and it 


is of advantage to you. 

Before closing my remarks, I would like to take this opportunity, 
in talking directly to you businessmen from the standpoint of the con- 
tracts and the invitations to bid, that you may receive, provided you 
have something we are looking for. I cannot stress too heavily the 
importance of reading that invitation, both the small and the large 
print. We are experiencing difficulty, possibly minor difficulties— 
minor to you, but major to us—in the failure of bidders to make the 
copies identically the same prior to affixing their names to it. It 
is essentially important that all of the elements requiring an answer 
or a check mark actually be taken care of before you mail it. The final 
word that I wish to give you is that it is my recommendation that you 
make a final review before you place it in the envelope. It will save 
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you trouble and may save us expense. But it is a cooperative measure 
that we strongly hope you will see the light in carrying out. 

My time is brief and 1 do not wish to impose on the rest of the sched- 
ule. May I say I appreciate this opportunity. Please come to see us 
or visit us at our office located at 620 Federal Courthouse and Post 
Office Building in Boston. 

Mr. Murer. Mr. Byrnes, many times a specification will come 
through and it will be looked over and we will say that the specification 
covers somebody else’s product and doesn’t cover ours. Your office 
furnishes him an opportunity to come in and present that kind of a 
case, so the specifie condition can be broadened so as to include his 
item and put it thereby on a competitive basis with other items; is 
that right ¢ 

Mr. Byrnes. Yes; that is very helpful to us. We are glad to coop- 
erate to that extent. 

Mr. Muurer. If a man reads a bid hastily, he will see that it refers 
to a trade-mark, but if he reads it carefully, he will see that it refers 
to the trade-mark or its equivalent, and he can offer his item. 

Mr. Byrnes. That is correct. Usually 99 percent of our purchases 
are against Federal specifications. In our office we have copies of those 
specifications available for mail, so that in the event the invitation you 
receive cites a specification which you do not have, it is available in 
our office immediately for you. 

Mr. Murer. Thank you, Mr. Byrnes. 

I think it might be well if Major Wharton would give you a brief 
statement of how her office can be helpful to you. 

Major Wuarton. Mr. Chairman, I am from the Secretary of De- 
fense’s organization, representing all the defense agencies. 

We have set up in the Munitions Board an Office of Small Business, 
which includes under it a Military Procurement Information Office. 
This office is physically located at room 334, Old Post Office Building. 
It is at Twelfth and Pennsylvania Avenue, in case you come to Wash- 
ington. 

However, let me stress the fact that it is not imperative that you 
make a trip. We give very careful attention to each and every post 
card, letter, or telephone call. We will give you the same service 
whether you come in person or write or call. If you have a specific 
question relating to defense procurement, we will attempt to get an 
exact answer. If you wish general information, we will send out a 
great variety of booklets—How To Sell to the United States Army, 
Selling to the Navy, A Guide for Selling to the United States Air 
Force, and An Index of Military Purchasing Offices. 

This Index of Military Purchasing is included in the newly revised 
How To Sell to the United States Army. It includes purchasing 
offices of all the defense agencies. 

We attempt to answer questions not only on procurement of items 
and, as you realize, we procure in the defense agencies not just thou- 
sands of items, but hundreds of thousands of items. Some of them 
are tremendous in size: some of them are infinitesimal in size. They 
include airplanes, tanks, or tiny bolts. It matters not which it is 
you may be interested in. You may be interested only in the various 
small items. We will give your inquiries just the same consideration, 
whether it is big or small. 
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At this time, Mr. Chairman, I would like to answer one of the 
paragraphs in the written statement which the New England Council 
presented in evidence just prior to Mr. Byrnes’ remarks. 

On the first page, you will notice the second paragraph states: 

Contracts are ,being negotiated and information as to who receives the con- 

tract, the price to be paid, the yardage, etc., is not publicized. 
Since 1950, the early part of 1950, the policy was set up in the De- 
partment of Defense to publicize all sales, all contracts, both adver- 
tised and negotiated, of a size of $25,000 and over. This figure was 
arrived at because most contractors were not interested in ‘knowing 
who received a contract of under $25,000 for the purpose of subcon- 
tracting. In other words, you as a small-business man would have 
very little opportunity to subcontract on a contract of $25,000 or 
under. 

Accordingly, the United States Department of Commerce, which 
is represented here, and from whom you will hear, publishes a weekly 
release which includes a consolidated synopsis of contract-award in- 
formation. Since that early date in 1950 it has been the policy of 
each defense agency to include in that De ‘partment of Commerce pub- 
lication all information which can be given out under the security 
regulations under which we operate, telling you who has received 
what contracts of $25,000 or over. 

The reason the price is not included or the amount is not included 
is because the Department of Defense found it necessary to keep that 
information off the consolidated weekly release. It is a direct security 
violation in many instances. It is a means of giving out information 
to persons who might not be so friendly to our defense effort. For 
that reason, the Department of Defense has considered the security 
as important and at present it has to be that way. Under considera- 
tion is the discussion now of possible items which might not be secu- 
rity violations, and maybe in the near future some change can be 
made as to amounts and prices of certain nondefense items as such. 

Mr. Chairman, at this time—or would you prefer later, that I enter 
the question raised in yesterday’s session concerning certain bid 
information required by certain of the defense agencies / 

Mr. Murer. The problem may be presented here today. It might 
be well for you to state the problem and the answer now and possibly 
we might avoid testimony on it later 

Major Wuarrton. Yesterday, in the meeting at Providence, the 
question was raised concerning invitations to bid, which are issued 
by many of the defense agencies. We had brought up the question 
concerning a very lengthy financial statement which is included on 
some of these invitations. This morning, in discussing this matter 
with the Defense Department agencies in Washington, I discovered 
that the reference was made to information which is only requested 
on negotiated contracts. In other words, this information is not 
included as a part of advertised bids. 

Mr. Mutter. On competitive bidding they need not submit a finan- 
cial statement or the other detailed information required when they 
are bidding for the opportunity to negotiate a contract? In other 
words, the “principal difference between invitations to bid competi- 
tively and for negotiation is that, after they have sent in their pro- 
posed bids, if it is competitive when they are opened, the lowest 
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bidder will get it; if it is negotiated, then, after all the bids are sent 
in and opened, the procurement officer will then contact the various 
persons who sent in the bids in an effort to get the lowest or the best 
price from qualified bidders. 

Major Wuarron. In the case of this bid, which was in question, 
it was a negotiated bid from the very beginning and certain people 
were invited to bid upon it in the beginning. 

Usually, those names are selected by the agency which is negotiating 
on prior performance or on information which the company has given 
tothat agency. It is necessary at that time for them to determine what 
the total cost will be to the Government agency, to know that financial 
information. They have found in the past t that often correct following 
of the contract obligations and eventual delivery of the goods rests 
very largely upon the man’s financial ability to meet his obligations. 
Accordingly, this is a part of negotiated contracting and not of adver- 
tised bils which are sent out on regularly advertised bid proposals, It 
was a part of the proposal, but it was the negotiated proposal, 

Mr. Muvrer. One complaint that we have been getting more or less 
regularly is that 95 percent of procurement is being negotiated rather 
than on competitive bids. 

Major Wuarron. Mr. Congressman, I would like to answer that in 
this manner. Within the last 3 or 4 weeks it has been my duty and 
pleasure to discuss with various agencies in Washington their present 
procurement policies. It appears that many of the Government agen- 
cies, the defense agencies, are attempting to advertise as much as possi- 
ble, aside from the procurement which is vital and should have been 
procured had we known what the situation would be sometime earlier. 
You will notice that all of the big projects which are now being 
started by the Corps of Engineers, the procurement of the Quarter- 
master Corps, and much of ‘the procurement of the Ordnance in the 

various defense agencies is being advertised week by week. 

Mr. Murer. I want those present to know that, while we are all 
in agreement with the policy that the major has indicated to ts of 
giving as much notice as possible to invitees to bid or negotiate, if you 
know of any specific instances where you are not getting enough 
notice, we would like to know the details about them, so we can check 
and find out why you were not given sufficient notice. That is why 
the major is here and why Colonel Thomas is here, to find out those 
specific things. In making your complaints, we want to assure you 
there will be no reprisals against anyone who has anything to say to 
this committee on the record or off the record, 

Major Wuarron. May I add one thing, Mr. Chairman. If there 
are any complaints as such, I should be very pleased to receive them, 
whether for the Army, the Navy, the Air Force of the Marine Corps, 
this morning if it is possible, so that I can call Washington, if neces- 
sary, and have an answer before we leave here this afternoon. 

Mr. Muurer. Thank you, Major. 

Major Wuarron. One more thing, sir. If they care to have the 
address or write for any of this information, we will gladly forward 
that to them. I have only sample copies with me today. 

Mr. Murer. In order to cover the situation as to information that 
you may want, I think it might be wise to have a representative of 
the Department of Commerce talk to us briefly on that subject. Mr. 


Bartlett. 
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Mr. Bartierr. Thank you, Mr, Chairman. I represent the Office 
of Small Business of the United States Department of Commerce, 
the National Production Authority. We have a local office here at 
107 Front Street. Our staff will be glad to acquaint you with the 
numerous aids we have available for small-business people. 

For example, the daily synopsis of contract awards, mentioned by 
the previous witness, as well as weekly summaries of contracts 
awarded, which will enable you to obtain subcontract business with 
prime contractors if you are interested. 

Our local office also has local information available on contracts 
being awarded in this vicinity. During the day we will have a repre- 
sentative present from that office to handle any individual cases you 
may care to take up with us. 

In the formal testimony previously presented, we noticed mention 
made of the fact that the controlled materials orders result in certain 
inequities for the procurement of materials for small business, par- 
ticularly those engaged in civilian preduction. It is definitely not 
the intention of any part of our materials program to deprive any 
business of its materials and drive it out of existence, whether they 
are engaged in defense work or are continuing in civilian production. 
As evidence of that, I think, you will find that all material control 
orders contain uniform provisions whereunder people who feel they 
have been discriminated against may apply for relief. In case such 
relief is granted, proper directives will be issued to enable them to 
procure the necessary materials. 

Moreover, I would like to mention the fact that all material control 
orders have been prepared with the advice of the Industry Advisory 
Committees. At the time I left Washington, we had over 400-some 
such committees on a local or national basis, and in each committee, 
I would like to emphasize, also small business is adequately repre- 
sented. 

Mr. Muurer. Thank you, Mr. Bartlett. 

Now I think you all understand that you cannot be invited to bid 
or to negotiate with the Government for any contract no matter what 
kind of item it may be unless you list your firm and facilities with the 
various procurement offices that are charged with the duty of getting 
these items or letting those contracts. There has been some confusion 
up to now because many people have listed their names or their facili- 
ties with the Munitions Board. That is quite apart from getting 
vourself listed with the various procurement agencies. While it may 
seem duplication to you, it is absolutely essential for you to be listed 
with the procurement agencies. The listing with the Munitions Board 
is for the purpose of an all-out war effort, when the time comes, if we 
must mobilize all of our industries. Your listing with the Munitions 
Board is not sufficient to get you on your bidders lists or your nego- 
tiated bidders lists. 

So I trust that those of you who have not listed yourself with the 
procurement offices will do that. 

Now that we have given you some idea of where you can get the 
information and how te get the contracts, I think you would like to 
hear how you can get some money. Mr. O'Donnell. 

Mr. O'Donnett. Mr. Chairman, I represent the Reconstruction 
Finance Corporation, holding the position of manager of its Office of 
Small Business in Washington. The RFC is today operating under 
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its peacetime lending authority, which extends through June 1954. 
Any change therein, of course, is a matter entirely within the jurisdic- 
tion of the Congress. 

I mention the words “peacetime authority” to distinguish it from 
the broad emergency wartime powers which the Corporation had dur- 
ing World War Il. The New England territory is served by our 
Boston office, located at 10 Post Office Square. Mr. Joseph Sheehan, 
the assistant manager, is here with me today. 

In addition to the RFC’s legislative authority, there are many facili- 
ties for obtaining financial assistance under the Defense Production 
Act of 1950. The capable staff in our Boston office is thoroughly 
familiar with all of these facets. My suggestion to the small-business 
man who has a financial problem is to drop a note to our office or 
stop in, if it is convenient, and one of our men will make an effort to 
find a way to solve his financial problem, if not under the RFC law, 
then under the various facets contained in the Defense Production 
Act of 1950. 

Thank you. 

Mr. Mutrer. Thank you, Mr. O'Donnell. 

Now we are ready for our witnesses and their specific complaints ; 
if not complaints, then your problems. 

Before we get to that, I will adopt a suggestion that Mr. Dalmas 
has just made and ask Mr. McCormick if he won’t make a brief state- 
ment on behalf of OPS. 

Mr. McCormick. Thank you, Mr. Chairman. 

It is a privilege to participate in this hearing this morning and to 
be here and talk with the business community of Worcester. I can 
see my good friend and fellow Marylander, Mr. Noonan, here. 

The Office of Price Stabilization, as you know, has been in business 
about 11 weeks. During that time our energies have been put forth 
to organizing a Federal staff, which now is comprised of about 2,800 
employees in 90 offices in the various States and Territories. The 
two offices in this State are in Springfield and the regional office in 
Boston. They are ready and available to serve you to the best of 
their ability. 

We have given a great deal of time to the production and the writing 
of regulations. The tailoring of regulations and the working out of 
plans to relieve businesses that were caught in the general over-all 
freeze, which, as you know, was put into effect on January 26, has 
been one of our prime activities. 

We have produced some 24 regulations. Today was announced the 
very important over-all manufactures’ regulation, which has taken 
many hours of time and work. Although that is an interim regula- 
tion, we feel that it will accomplish two things. One, it will help the 
person who did not raise prices previous to the 26th of January, and 
will roll back—and severely roll back—prices that have resulted in 
overcharging in the various industries because they have jumped 
the gun. 

We also hope that that regulation will relieve—and we know in 
many cases it will—businesses in a direct squeeze. We hope in the 
very near future to bring into the field operation, where we can make 
adjustments without delay in your respective local offices and where 
we can issue interpretation and advice more readily than we have been. 
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In an organization as complex as this it takes time. Let’s look at 
the results for the last 12 weeks of work. Today, as we analyze the 
constituted index, especially the Bureau of Labor Statistics Index, 
we find that the upward trend of prices that have gone from the 
beginning of the war in Korea was halted, and definitely halted, on 
March 15. Since then there has been a gradual downward trend, and 
I am speaking of the 28 spot weekly checked commodities, including 
food and basic materials. These all show a slight downward trend. 

There have been many factors that have gone into making this 
possible. We feel the Office of Price Stabilization and its Director, 
Mr. DiSalle, has made a great contribution in this halt. We also 
feel that all businessmen, large and small, are also consumers and 
are interested in this accomplishment and in the future will tie in 
with us and work to hold this matter where it now is. 

To answer quite briefly Mr. Hudson’s statement, I might say that 
one of the people, as his statement reflects, spoke of the situation in 
the meat industry. He apparently is a packer. Being written today 
in Washington—approval will certainly be before the week is out—is 
a meat regulation which places dollar-and-cent ceilings over meat as 
it is now produc ed from the packer on through to the retailer. The 
people who have studied this regulation feel that this will relieve a 
great deal of the stress in this industry. 

The second point—and most important in this area—is the wool 
situation, many manufacturers of which are located here. Last night, 
working in Washington, was a group of lawyers, practical business- 
men, who today will publish, or tomorrow early, an amendment to 
regulation 18, which is presently in effect, or it may go into effect 
May 3. That will cover this matter of wool production. That new 
amendment, as pointed out, will materially aid a situation that is 
causing intense difficulty in this industry and which will broaden the 
base period and will roll forward the December 31 cut-off date. 

We hope to have more information, Mr. Chairman, during the day 
on this, as I will be in contact with Washington. 

Mr. Muvrer. Thank you, Mr. McCormick. 

(The prepared statement and attachment submitted by Mr. Hudson 
read, in full, as follows :) 


SMALL BUSINESS PARTICIPATION IN DEFENSE WORK 


Ever since the outbreak of hostilities in Korea, the smaller manufacturers in 
New England have been confronted with the problem of maintaining a minimum 
civilian manufacturing status while trying to convert to defense production. 
Their major worry is how to obtain adequate raw materials when not engaged 
in a defense project. Another major concern is how to replace workers who are 
either drafted into the armed services or lured to plants already engaged in 
defense work. 

In a survey of the way New England smaller businessmen are adjusting to 
the present defense economy, the New England Council questioned a large num- 
ber of manufacturers. The preponderance of replies in the survey included such 
product groups as metal working, machinery, machine tools, and textiles, and the 
geographical spread of these was concentrated in Massachusetts and Connecticut, 
with Rhode Island, Vermont, Maine, and New Hampshire represented in that 
order. 

Most of the smaller industrialists who responded agree that they do not yet 
have much defense business, but they hope to obtain more subcontracts. The 
recently announced controlled-materials plan brings hope to manufacturers who 
have despaired of getting raw materials they need for defense and essential 
civilian purposes. 
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According to Government reports, the total defense contracts awarded from 
July 1, 1950, to January 31, 1951, is $8,927,407,000. 

Of this amount, prime contracts valued at $896,430,000 have been placed in 
New England. This is 10 percent of the national total and compares favorably 
with New England’s normal share of the Nation’s manufactured output. 

Breaking down the New England total by States, the figures show that to 
January 31 the distribution.is as follows: 


| 
State Amount Percent Rank 








In thou- | 


sands 

Connecticut $538, 107 6.0 l 
Massacusetts 74, 115 3.1 2 
Rhode Island 42, 9°8 5 3 
Maine eats 19, 172 2 1 
New Hampshire 17, 3'7 2 5 
Vermont ois a édad 4, 701 l 6 

eldcntendllnisadnnsgndianaiants a ‘ aot 806, 430 SO leccocests » 


The value of subcontracts placed in this region by prime contractors in New 
England, or by those located outside our boundaries is not known. Based on 
some World War II production data, we estimate that this may be about $200,- 
000,000 or roughly 20 to 25 percent of the New England prime contract value. 

The New England Council has been informed by the Wright Aeronautical Co. 
of Woodridge, N. J., that it is trying to place $12 to $15 million of subcontracts 
monthly in this region. 

We observe that there is still much open capacity in this region suitable for 
handling either prime or subcontracts and we hereby petition for a more vigorous 
effort by the procurement agencies and their prime contractors to utilize more 
fully the production facilities of this region. 

The normal line of products in most industries is affected seriously by restric- 
tions of the National Production Authority—principally Government orders M-T7 
(aluminum), M-12 (copper), M-1 (steel), and M-14 (nickel). Because of these 
limitations on raw materials, most manufacturers are hampered in their produc- 
tion to such a serious extent that shut-down is threatened in many cases. 

A Connecticut industrialist, for instance, states that 70 percent of the jobs 
in his plant will be eliminated as soon as present stocks of material and parts 
are exhausted unless he is fortunate enough to find defense work. For months 
he has been seeking Government contracts to take up a portion of the slack, but 
to date has been unsuccessful. 

The percentage of decrease in norma! business is marked, with one manufac- 
turer reporting his business off 95 percent, three reporting 50 percent off, and 
many others indicating drops of from 40 to 10 percent. 

In answer to the question of “What other factors contribute to this shrinkage?” 
manufacturers offer a wide margin of reasons. One businessman states that 
labor inequities are responsible inasmuch as small plants are at a competitive 
disadvantage to get and hold labor. Another states he has been obliged to hire 
expediters to find raw materials, but he cannot adhere to a definite production 
schedule of several months ahead under such a haphazard scheme. A third 
blames steel mills for not keeping their delivery promises. A meat-cutting 
machine manufacturer points to the uncertainty in the meat business of prices 
and rationing. A woolen manufacturer blames the continuing delay in working 
out a formula for the price of wool fabrics by the OPS. 

Seventy-two percent of the manufacturers replying are trying to offset the 
drastic period of shortages by seeking out prime contracts with procurement 
agencies. Some 77 percent are receiving subcontracting work, and 70 percent 
are manufacturing their regular lines with substitute materials. Only 18 per- 
cent are bringing out new products not requiring critical materials. And 62 
percent state that they are reducing their work forces, some by as high a 
proportion as 40 percent, others as low as 10 percent. 

In addition to these methods for bridging the gap between a civilian and a 
defense economy, individual manufacturers report that they are securing rated 
orders wherever possible; some are using left-over stocks of materials: others 
are seeking new business. The most popular solution for many industrialists 
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seems to be shortening the working hours. This, however, is a dangerous expedi- 
ent, since people who are working short hours will very likely seek full-time 
work in defense plants. 

Three months is the average time-span since material procurement difficulties 
were first noticed. One manufacturer says he has been troubled for the past 
13 months by curtailment of materials. 


SOLUTIONS SUGGESTED 


“To bring early improvement in our situation,” a Connecticut hardware manu- 
facturer declares, “we recommend that NPA give serious consideration to relax- 
ing present restrictive orders until sufficient time elapses so that prime contracts 
may filter through to the subcontract level. This recommendation is based upon 
World War II experience when we were able to convert SO percent of our facili- 
ties to war work as subcontractors. To date we have had absolutely no success 
in our attempt to do this.” 

The suggestions of other industries throughout New England are similar. 

“We have been seeking subcontracts from the sources we used during World 
War II,” says a Massachusetts mesh-bag manufacturer. “We have received 
a very limited amount of work so far. They tell us that they have expanded 
their own capacity so much since World War II that at the present time they do 
not have a pressing need to subcontract work.” This company recommends that 
some reasonable minimum amount of brass and aluminum be made available to 
their industry until such time as their facilities are required for Government 
work. 

“We are a woolen mill employing approximately 450 persons,” comes another 
reply. “We have taken defense orders for Army blankets, Air Corps overcoating, 
and Marine Corps uniform cloth. However, an OPS order, Ceiling Price Regu- 
lation No. 18, threatens to close our plant. We need the business of regular 
customers to keep this plant going. We cannot stay in business if we sell below 
cost as we would have to do if we were to sell at prices legal under this regu- 
lation.” 

Another woolen firm declares: “We have been decidedly handicapped due to 
the Government's method of placing business and the continued delay in develop 
ing a workable formula for the price of wool fabrics by the OPS. Contracts are 
being negotiated and information as to who receives the contract, the price to 
be paid, the yardage, etc., is not publicized. This secrecy can develop into a 
condition where unscrupulous and unfair methods can be used without anyone 
being able to check them. Since negotiated contracts have come into use, it is 
hard for small companies to secure Government contracts.” 

Another hardware manufacturer states: “We have not been able to get any 
defense orders and we haven't been able to find any items that can be made here 
in our plant. Small industries should be allowed a certain amount of material 
to keep going. Weare not hiring any extra help and we are not replacing anyone 
who leaves.” 

A fishing-rod manufacturer complains: “Our main difficulty at the moment, like 
every other manufacturer, is to obtain materials where sources are now receiving 
larger volumes of DO orders. We believe the main difficulty facing us after 
May 31 is one which can be answered only by Washington. We are attempting 
to cooperate in the defense program and are somewhat ‘planning for the worst.’ ” 

The council’s survey reveals primarily that the New England small-business 
man wants to do business—either with the Government, if he can obtain mate- 
rials, or with his regular customers. The possibility of doing business with 
neither is an increasing threat. 

Manufacturers want to be permitted some use of materials or at 
given some knowledge as to when essential materials will again be available. 
Their chances are now greatly increased by the Government's long-heralded con- 
trolled-materials plan which will go into effect July 1. CMP is a system by which 
the NPA will tell users of steel, copper, and aluminum exactly how much of these 
metals they can use quarterly after July 1. 


least to be 


THe New ENGLAND CounNctr., 
Boston, Mass., April 1, 1951. 
To: New England trade and industrial associations and chambers of commerce 
From: Ray M. Hudson, manager, industrial department. 
Subject : Problems of small business related to the national emergency. 
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The Small Business Committee of the United States House of Representatives 
will conduct hearings on this subject as follows: 


Day Date City State 
Monday Apr. 23 | Hartford Connecticut. 
Tuesday } Apr. 24 | Providence | Rhode Island. 
Wednesday | Apr. 25 | Worcester | Massachusetts. 
Thursday. . | Apr. 26 | Manchester. New Hampshire. 


We have been requested to suggest suitable witnesses, that is, smaller business- 
men who can tell, factually and nonemotionally, about specific difficulties they 
are experiencing because of the impact of the defense program on their 
operations. 

Have you any names to suggest? 

If so, please give us names, addresses, and a brief word regarding nature of 
business and, if possible, a word as to the kind of trouble experienced. 

P. S.—Enclosed is a copy of the inquiry we are making directly among New 
England manufacturers on our mailing list. 

THe NEw ENGLAND COUNCIL, 
Boston, Mass., April 2, 1951. 
To New England Manufacturers. , 

GENTLEMEN : New England hearings on the problems of small business result- 
ing from the impact of the defense program on them are to be held under the 
auspices of the Small Business Committee of the United States House of Repre- 
sentatives as follows: 





Day Date City State 
Monday Apr. 23 | Hartford Connecticut. 
Tuesday Apr. 24 | Providence Rhode Island. 
Wednesday. Apr. 25 | Worcester Massachusetts 
Thursday Apr. 26 | Manchester New Hampshire. 


Preliminary to these hearings, we have been asked to gather information 
typical of problems currently experienced by the smaller manufacturers who, 
according to the Munitions Board, are those “employing fewer than 500 persons.” 
We intend to summarize this information and inform the committee and the 
press of our findings. 

If your company comes within the MB definition and you wish to participate 
in this report, please write us along the lines indicated in the enclosed Guide to 
Information Desired. We are sending two copies of this guide in case you wish 
to save time by returning one to us, keeping the other for your files. 

Your name will not be disclosed without your specific approval. 

We will automatically furnish you a copy of our summary or press release 
giving our findings. 

If you are interested in this matter, we shall appreciate your cooperation. 

Sincerely yours, 
WALKER MASON, 
Chairman, Industrial Committee. 


Tue New ENGLAND CouNcIL, 
Boston, Mass., April 2, 1951. 


GuIDE TO INFORMATION DESIRED 


To: New England Manufacturers. 


From: Industrial Committee, NEC. . 
1. Our normal lines of products include: — iaheadinsethagiicesdiiiasiiitissiagine ap piindlidingtititin ine 


2. We are regulated by the following NPA orders: ~-..--.-----~-~- eet ETE 
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3. Due to these, we are denied free use of the following materials essential to 
our normal production: oe ER RS UE pnciilinia rivapapmgsliigh eS eee 

. Consequently, our normal business has deceased ____ percent. 

5. Other factors contributing to this shrinkage are: —_- SaaS a 


+ 


6. We have sought to offset this by: 
Yea No 
(a) Prime contracting with procurement agencies_........ -... ~~~. 
(b) Subcontracting with prime contractors_- ; a ee 
(c) Manufacturing our regular lines with substitute 
Re as eas ac dkteciehRendaah. Sua, ~, qveniinn 
(d) Bringing out new products not requiring critical 
materials ____ SEPA: Se. Ss Se ee a awe 
(e) Reducing our work force by ---- percent._._..------ ~---- 
(f) Other measures, such as__--~- odie “ oe ee — 
7. We estimate that the period from our first material procurement difficulty to 
date has been ____ months. 
8. We estimate that it will be _..__ months before we can again be producing 


at our former level. 
9. We base this estimate on the following factors or conditions: _..._..----- 


10. To bring out early improvement in our situation, we recommend that 


Signed: Official___- eee we Sh Sees a Re Title inl os 
Company - — ee ee eee ~Sne Be 
0 ee — RES EEE State__ ee 


Mr. Mutter. Now we will hear from Mr. Granville B. Fuller. 
You are the president of the G. Fuller & Son Lumber Co., 550 Western 
Avenue, Brighton, Mass. ? 


STATEMENT OF GRANVILLE B. FULLER, PRESIDENT, G. FULLER & 
SON LUMBER CO., BRIGHTON, MASS. 


Mr. Futter. Yes, sir. 

As the chairman has said, my name is Granville B. Fuller, presi- 
dent of the G. Fuller & Son Lumber Co., a retail establishment at 
Brighton, Mass. We employ 50 people and serve as distributors of all 
types of lumber and building materials. We also maintain a wood- 
working plant where we make unpainted furniture, kitchen cabinets, 
and special custom millwork. During World War II we manufac- 
tured crates, containers, and custom-built boxes. 

We are interested in obtaining defense work, as we have purchased 
new machinery and replaced worn-out motors. We have not yet ob- 
tained any war orders, although we have quoted on a few box con- 
tracts. In each instance we quoted higher than the large plants which 
obtained the business. 

We would like to serve as a subcontractor to some of the companies 
specializing in electronics and highly scientific instruments, as we can 
make a high-grade container, md our cabinetmakers’ ability and 
workmanship would be recognized, rather than a production job such 
as ammunition boxes. 

However, my principal reason for appearing today is to represent 
the Smaller Business Association of New England, of which I am a 
director and secretary. During World War II, I was employed in 
the Smaller War Plants Corporation as manager of the Boston office 
for a year and later as manager of the Lumber Division in Washing- 
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ton. I feel very strongly that House bill No. 1600, providing for the 
Small Defense Plant Act of 1950, should be supported, at least, in its 
main points. I base my recommendation on my World War experi- 
ence. 

Our agency listed facilities for all types of subcontracting, thereby 
aiding small companies to obtain war contracts. Many of these com- 
panies had a one-man management, so that he could not leave his 

slant to seek work or follow up and expedite materials and delivery. 
Parthennsits he might need financial help, and the local bank was 
unwilling to provide sufficient funds at the beginning. Yet, later on, 
when the SWPC interceded in his behalf, he was able to obtain ade- 
quate financing. Furthermore, in the specialized work, as manager 
of the Lumber Division, we were able to assist greatly in procure- 
ment matters. At the Washington level, we arranged for a prime 
contract with a group of small lumber mills, established the grading 
and sawing specifications with which they could comply and turn out 
lumber satisfactory to the procurement offices of the various branches 
of the Armed Forces. In this way we channeled vital production to 
essential buyers. Furthermore, by obtaining priorities through these 
war contracts, the small manufacturers received equipment and sup- 
plies which they could not have otherwise obtained, and stayed in 
business. They did not have the know-how to cope with the regula- 
tions and complicated procurement procedure until we acted in their 
behalf. 

We were also able to assist them in manpower problems so that 
their key men were not hired away from them by larger plants. 

In many instances we obtained relief for small companies in deal- 
ings with the OPA and other Government agencies. If there were 
injustices, we found that an explanation of the particular circum- 
stances under which small companies operate necessitate slight changes 
in the regulations which were within the scope of the law. Due to 
our experience and acquaintance with these different offices, we many 
times served these companies satisfactorily. 

I have here an issue of the Wall Street Journal, which I am going 
to present, dated February 24, 1951, which is entitled “Little Guys.” 
The additional headline states: “Federal aid for small business will 
be slight, despite talk; officials expect many will close in months 
ahead without defense work.” 

[ will not read the article. I will just present it to you gentlemen 
for your reference. In fairness to your committee, it gives you a 
bouquet, which is very highly pleasing to all of us in New England 
who are small-business men. 

Mr. Murer. You mean we are not bureaucrats? 

Mr. Fuvier. No: you are all right. 

In conclusion, { wish to urge the passage of this bill as soon as pos- 
sible because already the small companies are finding it difficult to 
obtain defense business. Efforts are being made to contact the large 
companies who pow enjoy prime contracts but they are reluctant to 
sublet the business as naturally they enjoy the profit made from the 
manufacture of the component parts themselves. 

Some form of procedure should be established so that small cem- 
panies would have the opportunity to participate in the large program 
of defense work. 
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Mr. Mvuurer. Thank you very much, Mr. Fuller. We are very 
happy to have you supporting H. R. 1600. I might tell those assem- 
bled here that Congressmen Philbin and Donohue, both of whom had 
planned on being here, unfortunately cannot be here, but have 
indicated to me that they, too, will support this bill. 

(The article submitted by Mr. Fuller, from the February 24, 1951, 
issue of the Wall Street Journal, follows :) 


“Litrce Guys”—Feperart Ar For SMALL-BUSINESS MEN WILL Be SLIGHT, DESPITE 
TALK—OFFICIALS Expecr MANY WILL CLOseE IN MONTHS AHEAD WITHOUT 
DEFENSE WorK—SOME ADVICE ON SELF-HELP 

(By Mitchell Gordon, staff correspondent of the Wall Street Journal) 


WASHINGTON.—-Memo to the small-business man expecting a lot of help from 
Washington in the rearmament economy: You'll be disappointed. 

The hullabaloo about aiding little enterprisers continues in the Capital. But, 
more and more, you hear Federal officials quietly comment that small manu- 
facturers in particular have rough weather ahead. 

“We intend to do all we can to keep little firms from going under,” says one 
of the Government’s leading small business champions. “But we haven't the 
materials to feed all producers of civilian goods. And it stands to reason that 
many small shops just can’t be used for defense work. No matter what we do 
an awful lot of little guys will be shutting down in the next few months.” 

In the 2 years following Pear! Harbor, some 16 percent of the 3,500,000 little 
concerns then operating had to shut down, according to the Commerce Depart- 
ment. Few in Government expect the rate to go that high in the present defense 
effort, though many of the four million small firms now peddling their wares and 
services are expected to go under. Any firm is small, the United States figures, 
if it employs fewer than 500 people ° 


WHAT TO DO 


What do Federal functionaries tell “little fellows” who want to increase their 
chances of survival’ Should they come to Washington? Should they hire 
5-percenters? 

To such queries, Government officials generally reply, “Just follow our sugges- 
tions and you'll probably accomplish more than if you came down to Washington 
or hired 5-percenters.” 

Here are their suggestions: 

On material shortages: First, make sure you've exhausted all your regular and 
potential suppliers before seeking Government aid. When you're sure you've 
done that, contact your nearest Department of Commerce field office, which 
doubles as a field office of the National Production Authority. There are 0% of 
them throughout the country If there is none near you, contact P. A. Bennett, 
acting chief of the Special Assistance Section of the Office of Small Business, 
United States Department of Commerce, Washington, D. C. 

Here's the kind of assistance Mr. Bennett and his staff are providing. 

A Kansas manufacturer of battery cables for autos complained to Mr. Bennett's 
staff about a copper order, M-—12, issued by the National Production Authority. 
He said the order, $y limiting him to a 60-day copper inventory, would force him 
out of business. He explained the seasonal nature of his business made him 
buy heavily from April 1 to October 1, and live off his inventory after that. 


MORE COPPER 


NPA agreed in vrinciple with the company’s argument. Mr. Bennett's office 
helped the manufacturer work out details for a formal application for permission 
to carry a bigger inventory. The application was approved. The staff then 
helped the company tind copper suppliers. 

But that’s the exception. Most little concerns hard hit by an NPA order 
limiting the use of some material are meant to be parted from that material. 
For these companies there are only two alternatives: Hunt substitutes or seek 
defense work. Substitutes usually present at least one of these obstacles: 
(1) They, too, are scarce, (2) the public doesn't like them, or, (3) they raise 
manufacturing costs too much. 
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So the last hope of the little concern usually lies in getting defense work, 
Here's what the Governmert has to suggest on this: 

Shift for yourself. Decide what you can make that the Government is buying. 

You can find out what the Government is buying by scanning a daily list 
called a Synopsis of Procurement Information. It’s issued by the Commerce 
Department. The Department won't mail it to individual companies, But it 
sends them to its 93 field offices and to over 5,000 local business and civic institu- 
tions which make them available to businessmen. If your local chamber of 
commerce or bank isn’t on the Department’s mailing list, you might suggest 
they get on it. 


WHAT UNCLE SAM WANTS 


These daily procurement lists will show you what Uncle Sam wants to buy, 
how much of it, when bids are to be opened and to whom the bids should be sent. 

Sut a lot of the Government's business, 50 to 75 percent of it, is not let on an 
advertised bid basis. It’s done by negotiation—calling in a few companies and 
talking over terms and awarding the contract accordingly. Negotiation is 
usually faster and keeps military secrets better. You can get in on some of this 
business, too. 

Here’s how: Make up a list of products you can make which you think the 
Government may buy. Then compose a description of your company, including 
the names of its officers, where your plants are located, your machines and their 
production capacity, labor supply and skills, financial resources and previous 
experience, if any, with Government work, 

Send the list of products and the biography to the Central Military Procure- 
ment Information Office, room 3—-D-—760, the Pentagon, Washington, D. C. Ask 
them to send you a list of all the military purchasing offices near you that may be 
interested in buying your products. 

When you receive thig list of buying offices, send each of them a letter telling 
them which of the products they buy you can make—and include a copy or two 
of that same business biography you did for CMPI. These buying offices will 
then send you bid invitations and should call you in sometime when they are 
negotiating a contract they think you may be able to handle. You might also 
pay a personal visit to these local or regional offices to iron out any special 
problems. 

That should set you up on prime contracts. But most “friends” of small 
business in Government figures you've another and still better bet in making a 
part of an item rather than the whole thing—like a filament ina radio tube. The 
smaller you are, the truer that will be. 

For that reason, you would do well to find out which of the bigger companies 
in your area are receiving Government contracts. You'll want to study another 
Commerce Department list. This one comes out weekly and covers all contracts 
awarded by Government agencies—defense and civilian— in the previous week, 
providing they exceded $25,000. The list is known as a Synopsis of Contract 
Award Information. It’s available at the same places as the daily procurement 
list—Department of Commerce offices, local banks and so on. It will tell you 
what company got the contract, its address and what it’s making. 

Then it’s up to you. You'll have to contract the prime contractor as if he 
were any other customer. Many of these companies are already out looking for 
you. The Government hopes to coax even more of them to do so. One ssheme 
under consideration would make it easier on big concerns in renegotiation if they 
had subcontracted an unusually large part of their original contracts. 

Here’s another scheme the Government is putting into shape to help “little 
fellows.” 

Information clearing houses set up in each State to keep track of prime con- 
tractors’ needs and would-be subcontractors’ offerings. The offices would also 
enlist technical assitsance from bigger companies to help small firms convert 
to defense work or to advise them of what they might make with their facilities. 
This plan was outlined yesterday in Milwaukee by John C. Pritchard, small- 
business chief of the two top mobilization agencies—the Defense Production 
Administration and the National Production Authority. 


Mr. Murer. Mr. Brownell, will you come forward, sir. 
Mr. Carl R. Brownell, vice president, G. L. Brownell, Inc., 49 Union 
Street. Worcester, Mass. 
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STATEMENT OF CARL R. BROWNELL, PRESIDENT, G. L. BROWNELL, 
INC., WORCESTER, MASS. 


Mr. Browne. I am Carl R. Brownell, and I am president of G. L. 
Brownell, Inc. That is the only difference. 

Mr. Mutter. Otherwise, the same man? 

Mr. Brownet. Yes. 

Honored members of the House Committee on Small Business, 
thank you very much for giving us small-business men of New Eng- 
land this opportunity to tell you our views of what we think should be 
done to keep us in business and aid the defense effort as well as the 
essential civilian economy. 

I am the head of a small organization which has been engaged since 
1881 in the manufacture of textile machinery. 

In a press release of February 8, 1951, of the National Production 
Author! ity, regi arding a meeting between the Textile Machinery Manu 
facturers’ Industry Advisory Committee and Mr. Beck, Deputy Diree- 
tor of NPA’s Machinery Division, it was stated: 

Essentiality of the textile-machinery industry is apparent from past history, 
NPA said, and should it become necessary to partially convert the industry to 
other defense production, as was done during World War II, ample time will 
be allowed for orderly conversion. 

The industry is experiencing difficulty in obtaining steel, aluminum, and 
copper, spokesmen indicated, although metal needs for the industry are small. 
The industry uses 115,000 tons of steel, 3,000 tons of copper, and 5,000 tons of 
aluminum yearly. 

NPA explained that, although these metals are in tight supply, essential 
users, such as the textile-machinery industry, will be given spot assistance in 
obtaining supplies whenever possible. 

While the whole textile-machinery industry requires but moderate 
amounts of steel, copper, and aluminum, still the whole textile indus- 
try is dependent upon the textile-machinery makers. 

In World War II the textile-machinery industry was largely con- 
verted to war work, and the manufacture of textile machinery was 
practically eliminated with the exception of repair-parts manufac 
ture. Later it was found that the machinery industry had been con- 
verted to too large an extent and the production of essential textiles 
Was jeopardized. 

There has been consideration given by NPA to declaring the manu- 
facture of textile machinery to be “essential,” but no action has been 
definitely taken, to my knowledge, to date. 

There are many small businesses making textile mac hiner vy in New 
England, and, from what I have heard of others and in the case of 
G. L. Brownell, Inc., they are all booked up with orders for more than 
a year in advance. We small machine builders in the aggregate will, 
of course, require but a small percent of the critical materials required 
by the textile-machinery industry as a whole, but we must be able t 
obtain some steel, copper, and aluminum, as well as such things as 
electrical equipment and antifriction bearings. 

If we are not to be allowed to continue building what NPA con- 
siders essential textile machinery, then we shall obtain subcontract 
machining work, as we did during World War Il. But, with the 
demand for textile machinery what it is, it would seem that for the 
present and foreseeable future we should be permitted to continue 
with the work we know best—making textile machinery. 
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To summarize, there are two things we desire: 

First, a decision by NPA wees or not we are to be allowed to 
continue the manufacture of what NPA considers an essential prod- 
uct—textile machinery. 

Second, if we are to continue making what we know best how to 
make, some means must be set up to enable us to obtain the critical 
materials and essential component parts necessary for the manufac- 
ture of our textile machinery. Perhaps the controlled-materials plan 
will accomplish this if and when it gets into working order after its 
inauguration now scheduled for July. 1. The only hope i is that it does 
not prove to be “too little, too late.” 

Mr. Mutrer. Thank you, Mr. Brownell. 

Does your company need any materials as of this moment ? 

Mr. Browne.u. Not as of this moment. 

Mr. Muurer. Do you have enough to carry on until July 1? 

Mr. Browneuu. Yes: I think we could keep going until July 1 , if 
you do not asume that the controlled-materials plan will get off to a jet 
start and it will probably be another 60 or 90 days before all of that 
gets into working condition. 

Mr. Mutrer. Mr. Brownell, we have found from time to time that 
gentlemen who came forward just as you have and have given us 
these views, which are very valuable, have overlooked the fact that 
these regulations are issued as general regulations applicable to an 
entire industry. 

They cannot foresee every little thing that may occur in a par- 
ticular part of the industry or in one man’s business in the industry. 
Therefore, there are ex eptions set up in all these regulations or ex- 
emptions. You cannot just get the exemption by res ading the regula- 
tion, but there are provisions made so that, when you are in diffic ulty 

r before you get into difficulty, you can go to the particular agency 
aa present your case as an individual and say that this regulation 
is all right for the whole industry, and it is all right up to a point, 
but you have a certain problem that you cannot operate under from 
this point on unless you are given an exemption and some help to 
get material immediately or next month. You can goto NPA or OPS 
and all the other emergency agencies and, if you have a particular 
problem, they will help you prepare and present a petition, which may 
be as simple as just a letter stating your case, and they are set up to 
give you the help you may need. 

Mr. Brownexy. I did get a little help from the people in our local 
office. Mr. O’Conner in our local office, and Mr. Menifee in Washing- 
ton, for the people who make our ball bearings for our motors, They 
were both very cooperative. But, over-all, the whole textile-mac hinery 
industry has asked NPA to declare them essential because they under- 
stand the mistake they made in World War IT in cutting off that 
production. 

Mr. Mutter. We will try not to make that mistake a second time. 

Mr. Datmas. Mr. Brownell, I want to ask you whether you use 
gray iron and malleable castings in your work. 

Mr. Brownevy. We use gray iron, not malleable. 

Mr. Daumas. Are you havi ing trouble securing gray iron castings? 

Mr. Browne... Up to date we have done all right. 

Mr. Darmas. Do you have any facts about the general situation 
in the gray-iron foundries and in the malleable field ? 
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Mr. Brownett. I know that Prompton and Knowles and the Whit- 
ten crowd have not had any troubles. I haven’t heard them say they 
have had any troubles. 

Mr. Davmas. They have a plentiful supply of pig iron? 

Mr. Brownett. They seem to have enough to give us what we want. 
It is the Hyatt ball bearings and the electric motors that are our 
bottlenecks, 

Mr. Muurer. Thank you, sir. 

Next we have Mr. Jack Burnbaum, president, Bradford Novelty Co., 
Inc., 748 Main Street, ¢ Cambr idge, Mass. 


STATEMENT OF JACK BURNBAUM, PRESIDENT, BRADFORD 
NOVELTY CO., INC., CAMBRIDGE, MASS. 


Mr. Burneaum. To the Senate subcommittee hearings on small 
business, Worcester, Mass. 

Mr. Murrer. We appreciate the promotion to the Senate, but this 
is the House committee. 

Mr. Burnsaum. My name is Jack Burnbaum and I represent Brad- 
ford Novelty Co.. Inc., of 760 Main Street, Cambridge, Mass., and 
also Cambridge Plastics Corp., of 60 Windsor Street, Cambridge. 

I am principally here to protest at the way the Government has 
treated the plastics industry in general and particularly the way the 
plastics industry has treated the Bradford Novelty Co. in getting it 
materials. 

We mold and manufacture articles made of polystyrene, which is a 
plastic. 

Last year we used 114 million pounds of this material in our business 
and we could use, with our volume of sales this year, considerably 
more. The amount of material that we have been getting this year 
is so small that it would not even produce one-half of the items which 
we produced last year and the year before. With our large overhead 
it would mean that we would eventually go out of business at the 
present rate of production. 

As an example, last year we employed 550 people in our plant, 
today our employees number less than 100 and are dwindling down to 
a point where we would eventually have to close up if materials come 
in to us at the rate they are now coming. 

In other fields that are much more essential to the war effort than 
plastics, such as steel, aluminum, et cetera, manufacturers are able 
to get a substantial amount of their basic needs. However, in our 
field we find that there is barely enough to keep a skeleton force 
working. 

I feel that the Government should step in and help out the small 
manufacturer who is in such dire straits—that the Government is 
responsible for this situation because it is taking the polystyrene away 
from the plastics industry. In my opinion the allocation system now 
being used by the various chemical companies is unfair and arbitrary 
to us as well as to many people situated as we are. The reason for 
this is that in the past Bradford Novelty Co. has been subcontracting 
work with molders who supply their own polystyrene. This material 
has been purchased from the various chemical companies by the 
subeontractors. We are making a cheap novelty item for sale in 
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the 5-and-10-cent stores, the price of which is already frozen for 
retail sales. In going to the various chemical companies to ask for a 
share of plastics that is due us considering the amount of material 
that we have used in the past, they tell us that since we did not buy 
directly from them there was no room on their allocation list for us. 
We, therefore, have no way to turn to get this plastic, despite the 
fact that the molder who may be in a position under the present 
allocation system to get plastics is getting his share based upon busi- 
ness that was actually supplied by us. ’ 

On the other hand, we established a new business called Cambridge 
Plastics Corp. about a year ago. Our first machine came in in the 
month of April and two others followed by July. At that time 
material was already tightening up and when we approached the 
chemical companies on the ground that we had three machines to 
produce for us, they told us that their allocation system was already 
in effect and we could not get on their allovation list because we did 
not come within their base period—again an arbitrary basis for allo- 
cation—as a result of which our machines are idle and our outside 
molders are unwilling to work for us unless we accept their terms 
for doing business, based upon the fact that they have been able to get 
materials by this arbitrary basis for allocation. 

Our operation is so marginal that although we could enter illegal 
markets to purchase this product at a substentially higher price, we 
cannot afford to even consider such a policy. 

Bearing in mind the fact that our legitimate mee who, 
because of the fact that their machines were installed and operated by 
them previous to and during this arbitrary base period for alloca- 
tions, are able to supply our customers who would prefer to do busi- 
ness with us—certainly this is not what was intended in the tradition 
of free and fair competition, since it is a situation which comes about 
solely due to the fact that one company may have had machines in 
operation a fractional period of time prior to its otherwise legitimate 
competitior and can today, as a ad | of this system force its com- 
petitor out of the market. 

I feel that the situation of these two companies clearly indicates 
that the correct method for allocation in this industry should be 
through some system of Government control of the polystyrene powder 
itself rather than the arbitrary method of having the chemical com- 
pany set up its own arbitration system which has no relationship to 
the source of business or to the basic chemicals that may be used in 
making polystyrene. 

Mr. Murer. More than one company makes the polystyrene in its 
raw or original state? 

Mr. Burnnaum. Yes; five or six. 

Mr. Murer. What are the companies? 

Mr. Burnsaum. Dow Chemical Co., which is the largest ; Monsanto, 
Bakelite, Koppers, and so forth. 

Mr. Murer. What is your suggestion as to how the problem can be 
handled ¢ 

Mr. Burnsaum. Looking at it from the point of the Bradford 
Novelty Co., I would say it should be handled through a Government 
agency, so there would be a fair system of allocation. As it is, a lot 
of people are being discriminated against—people who may have one 
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or two machines, who have bought them in the past year or so, and 
they cannot possibly get any powder unless they go into a black market 
and pay an exorbitant figure for it. Then they cannot be in com- 
petition with people who have gotton their material at the fair price. 

Mr. Muurer. Do you have the names and addresses of any of these 
black marketeers ¢ 

Mr. Burneavum. I do not have them with me. 

Mr. Mutrer. Will you supply them to the local office of OPS? 

Mr. Burnpavum. It could be arranged. 

Mr. Muurer. I am assuring you that your name will not be used 
in any way or in any way connected with the information. If OPS 
has the names of the black marketeers, that is all they need. They will 
build up the case from there on. 

Mr. Burnsaum. That won’t do us any good. 

Mr. Muurer. We do not have the facilities at this time and it will 
probably require a staff much larger than we can afford to ferret out 
these black marketeers in the first instance, but, if every businessman 
who runs across a black marketeer will turn it over to OPS, that is 
all we need. You say it will do you no good to do that. The answer 
is that our entire economy will collapse around our ears unless every 
American citizen participates in the effort to stop the black market. 
You cannot buy in the black market because you cannot pass on the 
extra cost to the customer. You have to put the black marketeer out 
of business so the legitimate man can sell at a legitimate price. 

Mr. Burnsaum. There is no powder around even in the black mar- 
ket which amounts to very much. 

Mr. Murer. Let’s not measure the criminality by the percentage 
or the amount of good or bad it does. A little bad is bad enough. 
All you need is that little start and then it grows by leaps and bounds. 
So let’s try to nip it in the bud before it gets started. OPS is trying 
to do a job and, if you cooperate with them, they will stop the black 
marketeering and we will never get into the situation we experienced 
in World War II. 

Mr. Burnsaum. But tell me this, sir: Basically the plastics industry 
is not getting its fair share of the material that goes into the plastics. 

Mr. Murer. If you mean the plastics industry is not getting its 
fair share so far as plastics for its work other than defense work is 
concerned, I will agree with you, but polystyrene is a strategic mate- 
rial today. Until the Defense Department has caught up with its 
needs—and it should not be necessary for me to tell you—there are 
thousands of items of plastics for the defense items, as you, being in 
the industry, well know, and, if you have two or three machines that 
can handle that kind of item, I think the thing to do is to concentrate 
on getting defense contracts or subcontracts where your material will 
be allocated to you for that purpose. 

What you will probably find is that if there will be any novelty 
business in plastics from here on they will have to use the secondary 
or scrap sources of the plastic material. They will get very little, 
if any, of the polystyrene or other items in their original state. 

Mr. Burneaum. Let me say this: There is very little war work on 
polystyrene today. As an example, what there is is so competitive 
that every molder is trying to get war contracts, and there is so little 
around that the competition is very, very keen. Polystyrene is not 
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being used too extensively in the war effort today. Other plastic 
materials are. 

Mr. Murer. Mr. Dalmas. 

Mr. Damas. You stated, Mr. Burnbaum, that the basic material 
which the polystyrene manufacturers use was not being furnished 
them in sufficient quantities. 

Mr. Burnesaum. That is what I understand, sir. 

Mr. Damas. That is the petroleum industry? 

Mr. Burneaum. That is the basic material that goes into the 
polystyrene. 

Mr. Datmas. Produced by the petroleum industry ? 

Mr. Burnsavum. It is being used mainly for the synthetic-rubber 
industry. 

Mr. Datmas. That is in the control of the Petroleum Administra- 
tion for Defense. You indicated that you had gone to all these manu- 
facturers recently and had been unable to secure a supply. Where 
did you get your supply prior to that attempt? 

Mr. Burneaum. We have a very peculiar situation, because we had 
been giving all our work out to outside molders before this situation 
came about. 

Mr. Mvvrer. You would have the molds or dies built for you at your 
cost. You own them, and you would send them to the fellow with 
the injection molding machines. He would buy the material and 
deliver to you the finished product made on your molds? 

Mr. Burneaum. Not the finished product, the molded product. 

Mr. Damas. So you had no record during the base period ? 

Mr. Burnsaum. That is right. 

Mr. Datmas. Then you would definitely be a hardship case if you 
want to continue in business. 

Mr. Burneaum. That is right. I have approached the various 
chemical companies on the basis that I am the end user of this product, 
but they would not recognize me as such, as they did not do business 
directly with me. 

Mr. Meurer. Have you approached the local office of NPA with 
your problem ? 

Mr. Burnsaum. I haven't. 

Mr. Motrer. I suggest you do that. They may be able to be of 
some assistance to you. 

For your general information and the information of others in the 
audience, I know the aviation industry is looking for people who can 
make products in plastics for them, subcontracts. Curtiss-Wright is 
looking for them. They have a peculiar problem. They have been 
looking for somebody who can do a combination item of metal and 
plastics. You may not be set up to do that, but by pooling your 
facilities with somebody in the metal industry, after consulting with 
them, you may be able to turn out that combined item, partly of 
plastic and partly of metal. And there are other items in plastics. 

Major, would you want to tell these people about the exhibits in 
Boston ? 

Major Wuarton. I would like to, sir. 

On the 14th of May the Armed Forces in this area are having an 
Armed Services Procurement Clinic. It is being sponsored by the 
Air Force, the Army, specifically the Ordnance, Quartermaster, 
Chemical, Signal and Engineers, and the Navy, with the cooperation 
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of the New England Council, the Associated Industries of Massachu- 
setts, the Massachusetts Development and Industrial Commission, the 
Boston Chamber of Commerce, the Smaller Business Association of 
New England, and a great many similar groups. 

This is being held the 14th through the 18th of May at the Com- 
monwealth Armory, 925 Commonwealth Avenue, Boston, and the 
purpose is for the prime contractors and the subcontractors, prime 
subcontractors, if I may call them that, the major subcontractors, to 
put on a show and to show the small-business men what they need 
in the way of items and various kinds of matériel, so that you may 
determine if you can supply those particular objects or items. 

On the 14th the exhibitors will be setting up the show. The 15th, 
16th, 17th, and 18th you may go there from 9 until 5, talk with the 
representatives of those major contractors, see what you can do and 
negotiate with them right at that place. If there is anything you can 
do along those lines, it would certainly pay vou to go. They will 
have blueprints or the objects themselves there. I would say by all 
means take advantage of it. 

It is simply one of a great many shows which the services are be- 
ginning to put on. There are to be immediately set up, as was released 
to the press the first part of April, some 34 additional permanent 
Army exhibits throughout the United States, a number of which will 
be in this area. You will have two or three in the Boston area. 

Those will be permanent exhibits of what those services procure. 
Your Ordnance district, your Chemical district, your district engi- 
neers, your Signal Office—any of those people can tell you where they 
are, and you may go and look at them. 

Thank you, sir. 

Mr. Mcvrer. Thank you, Major. 

Mr. Leschke. 

Your name is Mr. Herman Leschke, and you are the treasurer of 
Worcester Textile Corp., 100 Lamartine Street, Worcester, Mass. ? 


STATEMENT OF HERMAN C. LESCHKE, TREASURER, WORCESTER 
TEXTILE CORP., WORCESTER, MASS. 


Mr. Lescuxke. Yes. 

Mr. Chairman and members of the committee, we are a small con- 
cern in Worcester. We were informed, in order to obtain a contract for 
defense work that it has to have all machines necessary to make this 
particular merchandise set up and in operation before it can be con- 
sidered for a contract. 

We have sew ing Thheht hines to do st itching of ordinary heavy or light 
work. We wanted to make duftle bags. It would be necessary to 
get three more machines to do this work. One cost around $600. 
another $750, and the third $450, making a total of $1,800. 

We are asking for no special consideration or favor as we expect to 
obtain a contract in open competitive bidding but feel that we should 
not be forced to invest this money in machinery before obtaining a 
contract. If we do not win the contract, this investment would be 
worthless. 

This condition creates a hardship on a small manufacturer and 
we feel that if management is O. K.. financial conditions and labor 
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conditions are O. K., something should be done to overcome this sit- 
uation. 

We would suggest that any bidder having 80 percent of the necessary 
machinery to do the contract that he is applying for, should be given 
a high priority number in order for them to procure said machinery 
in the shortest possible time. 

Mr. Murer. Mr. Leschke, can you buy this machine without any 
priority ¢ 

Mr. Lescuxe. We do not know that. ' 

Mr. Muvrer. Major, do you know of any restriction that prevents 
him from bidding for these duffle bags? 

Major Wuarron. No; I do not, sir. 

Were you told that you could not bid on them if you did not have 
that machinery ¢ 

Mr. Lescuke. Unless I had every machine that it takes to make the 
dufile bag in my place, set up and in running condition. 

Mr. Murer. Where were you told that? 

Mr. Lescuxe. At the Quartermaster Depot in Boston and at my 
lant. 

Mr. Mutter. You have listed your plant there for invitations to bid ¢ 

Mr. Lescuke. That is right. 

Major Wuarron. May I ask if Mr. Leschke knows whether there 
was a firm that had all their machinery already in their plant? 

Mr. Lescuxe. Yes; they did. 

Major Wuarron. That is the reason. 

Mr. Muvrer. It is not fair to permit you to make a product where 
there are other companies that have the facilities that are not working 
full time. If there is another company in business making duftle 
bags, I do not think it would be fair to take the business from them and 
give to you who has not been making duffle bags. We ought to get his 
facilities into full production before we look for additional facilities. 

Mr. Lescuxe. That doesn’t happen to be the case here. One of 
the contractors who made duffle bags is making sleeping bags at the 
present time and a new plant was set up in the city of Boston which 
never made any before, and a contract was let to them. 

Mr. Daumas. Mr. Chairman, did they set up a plant themselves 
or did the Government furnish the equipment? 

Mr. Lescuke. They set it up themselves. 

Mr. Datmas. Before they bid? 

Mr. Lescuxe. They had to. They were told the same as I was 
that. they had to have all machinery in order to make it. 

Major Wuarton. Did they have the machinery when they bid on 
it? 

Mr. Lescnxe. They had some machinery, the same as we had. 

Major Wuarron. Could you give me the names and all of the 
specific information, Mr. Leschke ? . 

Mr. Lescuxe. I will. 

Mr. Muurer. If you will give that to the major, she will get a 
complete report for us. Give her the identification numbers of the 
bids, and so forth, the names, if you have them, and possible dates, 
exact dates, if you have them. . 

Mr. Lescuxe. All right. 
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Mr. Mvurer. Thank you, Mr. Leschke. 

Mr. Lescuxe. Thank you. 

Mr. Murer. I believe the Towle Manufacturing Co. has a repre- 
sentative here, someone to talk for Mr. Withers, its president. 


STATEMENT OF WILLIAM H. RATHGEBER, TOWLE MANUFACTUR- 
ING CO., NEWBURYPORT, MASS. 


Mr. Raruxorr. Mr. Chairman, I do not have a prepared statement. 
Mr. Mvurrer. It is all right. We will hear you nevertheless. 
May we have your full name and address. 

Mr. Ratucerer. My name is William Rathgeber. My association 
with the Towle Manufacturing Co. is as solicitor for defense work. 
The Towle Sterling Manufacturing Co., of course, is a luxury-prod- 
uct industry. 

Mr. Murer. Where are they located? 

Mr. Rarucener. In Newburyport, Mass. 

We employ approximately 900 people. We deal only in solid silver. 
The requirements for sterling for defense products, of course, are 
very limited. The steel restriction has limited our production some- 
what because we have to use stainless steel blades in our knives. We 
felt it was our duty to absorb the decrease in production because of 
the lack of steel by soliciting war contracts, which we have done. But 
one of the problems that we run into in bidding on contracts and 
preparing estimates is the fact that, not having bought other raw 
material, raw metals, because we are a metal-working concern, we 
have to go into the different suppliers of brass, copper, aluminum, 
and so forth, as a new customer. In all fairness to them, they have 
to look to their firm accounts that they normally do business with. 
Although we haven't had absolute refusal to deliver, we find that our 
delivery dates that we have to specify in bidding for a contract which, 
of course, is binding on us and depends on when we can receive the 
raw materials, have to be pushed quite far ahead in spite of the so- 
called DO number on the contract. 

I speak now of one contract that we have recently obtained with 
Portsmouth Navy Yard, that we almost were not granted because of 
the fact that we had to stipulate a 6 months lead time. How many 
other contracts we may have lost because of that type of thing, we have 
no way of knowing except that we have submitted probably better than 
75 bids to different procurement agencies. 

I believe that sums up the situation except that we have found, 
because of the lack of contract work which we think indirectly is 
caused by not having, shall we say, prompt procurement of other basic 
metals, we have had to lay off some of our employees, something which 
no concern likes to do. Whether or not anything can be done about 
these restrictions or the amounts of brass and copper and other metals 
available to these distributors, I think that is the answer to the prob- 
lem, whether their quotas can 'be increased. 

Mr. Muurer. Have you presented your problem to the local office 
of NPA? 

Mr. Ratrueener. No, sir; we have not. 

Mr. Muvter. I think that is the place to state your problem. Mr. 
Bartlett, don’t you agree ¢ 
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Mr. Bartrierr. Yes, sir. I believe that Mr. Rathgeber is from New- 
buryport, which is near Boston. 

Mr. Ratruoeser. Yes, sir. 

Mr. Bartierr. I would like to mention for the benefit of the people 
in the vicinity of Boston, that our Boston office is located at 40 Broad 
Street in Boston. If you would present your problem to that office, 
you might get some consideration. 

Mr. Datmas. Mr. Rathgeber, you mentioned in submitting these bids 
that you submitted what in effect would be an alternate from the way 
the invitation read or the letter of intent to negotiate read. In other 
words, you set your own lead time on materials and other matters like 
that. It would be somewhat unfair to a dozen bidders in there who 
conformed to the invitation exactly to give you the bid, would it not? 

Mr. Raruceser. That is right, sir. 

Mr. Damas. It would not be right to give you the award. 

Mr. Rarnueeser. My complaint is not that we should get the con- 
tract over anybody else who can give better delivery dates. What we 
like is relief so that we can be in a better position to obtain these other 
strategic metals quicker than we can through normal channels. 

Mr. Darmas. What are some of the delivery dates that* have been 
asked for on some of these contracts that you bid on? Are they very 
short ¢ 

Mr. Rarueeser. I think as a matter of policy, most of our contracts 
out of the Portsmouth Navy Yard call for the delivery of an assembly 
within 10 days after receipt of the contract, which is, in many cases, 
out of the question, because there are tools to be made, and so forth. 
Unless some other house has already been making that item, you could 
not meet that delivery. They do later on in the delivery schedule 
allow you to stipulate what delivery dates your company could make 
in the event you could not supply the sample. After the sample is 
expected, the wording goes, “14 days after acceptance of the sample.” 
On a contract involving 25,000 pieces, of course that is impossible, 
and I do not think they expect us to meet that requirement. 

It is just written into all the contracts that come out. 

Mr. Murer. Are there any penalty provisions for failure to de- 
liver on time? 

Mr. Rarucener. I have not heard of any, and I know of none. 

Mr. Mvurer. Do you think requesting the sample of a particular 
product within 10 days is too short and that the delivery dates after the 
contract is awarded or the sample accepted are too burdensome for the 
average small concern ¢ 

Mr. Rarnerser. I would put it this way: For a concern whose 
normal line of manufacture is not on the particular item on which he 
is bidding, that would be true, because he has to do a considerable 
amount of tooling and trials to make sure that the piece is according 
to specifications. In many cases that will involve a month or 2 months 
to get those tools processed. 

Major Wuarron. What kind of items were these ? 

Mr. Rarnuerser. This particular item pertains to the electrical 
field, a new type of brass Junction box that is being used on all ships. 
This is a BuShips program, and it does carry a high DO priority 
rating. 
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Major Wuarron. It is an item that has been used before in the 
ships? 

Mr. Raruceser. I understand it has been made in limited quantity 
and there were one or two other manufacturers who were tooled up 
for it, and we were bidding competitively. We realized that we were 
bidding competitively with these gentlemen who already had their 
tools. 

Mr. Datmas. Had those manufacturers had development contracts, 
or how did they get tooled up for this particular new item ? 

Mr. Raruceser. I think they had a record of long standing with 
the Portsmouth Navy Yard and they possibly did have a development 
contract orginially. 

Colonel Tuomas. Mr. Rathgeber, do I understand you would have 
io have certain new machinery to undertake that type of contract ? 

Mr. Rarnuceser. No, sir. 

Colonel Tuomas. Just remodeling certain machines ¢ 

Mr. Raruceper. Just tools and dies. This particular box we are 
speaking of is a drawing operation, which is similar to what we do 
in the manufacture of hollow ware in stering silver. It is just that 
the base metal is different. 

Mr. Muurer. You make principally hollow ware? 

Mr. Rarnuceser. We make tableware, too, but we are using our 
hollow-ware section for the defense effort. 

Major Wuarrox. Do you know whether it was needed in such a 
hurry that the time needed to be that short? Was it something ur- 
gently needed ¢ 

Mr. Rarucerer. I was not told whether or not it was needed urgent- 
ly. We were awarded the contract and I was told our delivery date 
was considerably further ahead than the other two companies. I 
didn’t mention that the contract originally called for 100,000 units 
and it was split three ways. We got 25,000; another company got 
50,000; and another company got 25,000. We are not complaining 
about having received that contract. It is just that we may have been 
in a position that would have been better and we might have gotten 
the 50,000 if our delivery date had been better. 

Mr. Datmas. I think NPA is in a position on this particular con- 
tract to issue a directive. 

Mr. Mutter. I think so, too. You should take your matter up with 
the local office of NPA and I think they can help. We would be glad 
to hear from you further after you did that. Has your firm bid on 
contracts for tableware for the Army services ? 

Mr. Rarnerrer. We do not do that because we do not make plated 
ware. Most of the service is plated ware. We have had invitations 
to bid out of New York City, but we were forced to turn them down 
because we do not make any line of plated ware. 

Mr. Muwrer. Thank you, sir. 

Mr. Alfred A. Saltus. 

You are Mr. Alfred A. Saltus, editor and publisher, Labor News, 
63 Myrtle Street. Worcester, Mass. ? 
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STATEMENT OF ALFRED A. SALTUS, EDITOR AND PUBLISHER, 
LABOR NEWS, WORCESTER, MASS. 


Mr. Savrus. Honorable members of the committee, my name is 
Alfred A. Saltus, and I intend to take only 4 minutes of your time. 

As editor and publisher of seven weekly and monthly labor news- 
papers, reaching into the homes of workingmen in all New England 
States, both of the American Federation of Labor and CIO and con- 
stantly growing in stature and circulation, I have a vital problem— 
that of securing an adequate supply of newsprint. 

Newspapers are limited by suppliers to the tonnage of newsprint 
which they received during the early 1940’s and the only means by 
which we have been able to secure additional tonnage is by reason of 
the liquidation of other publishing concerns due to failure. 

Now, I am of the opinion large newspaper publishers—and not 
newsprint manufacturers—are responsible for the current shortage of 
newsprint. The practices of publishers during depression years 
forced many paper companies into bankruptcy and frightened away 
investors who might have put money into new paper-mill construction. 
During the “buy American” period, publishers printed catchwords 
on Scandinavian newsprint at a time when the paper mills of the 
United States and Canada were idle and thousands of men were out of 
work. 

The sorry condition of the industry meant nothing to the publishers 
as long as they could buy paper at their own price. Now the chickens 
have come home to roost and the publishers have successfully used 
their propaganda technique to direct attention away from their own 
mistakes and use the manufacturers as the villians in the script. 

Today, publishers are using everybody and everything to obtain 
an overexpansion of the industry. Publishers, except for some groups 
in the South, are reluctant to invest their own money in expansion 
and we cannot condemn paper manufacturers for not putting mil- 
lions of dollars into additional paper machines when no one else is 
willing to put money into such projects. 

Be that as it may, there is a grave shortage of newsprint today— 
sufficient to endanger the existence of small newspapers. Indeed, the 
Catholic Free Press, recently instituted by Bishop John J. Wright 
as a diocesan newspaper in response to the needs and desires of his 
more than a quarter-million parishoners, and of which I am privileged 
to be the printer—is facing troublous times at the outset because of 
difficulty in securing newsprint. Unless relief is forthcoming through 
increased tonnage, the circulation of this newspaper must of necessity 
be greatly limited. 

The long-range remedy, of course, is the reopening of many United 
States and Canadian paper mills, closed since depression days. But, 
even though funds were available for this purpose, the time element 
is too consuming—and immediate relief could not be forthcoming. 

There is a vital need for these weekly labor and religious publica- 
tions; they serve a most useful purpose—one which cannot be ob- 
tained through the daily press—and it is essential that their existence 
be continued, even though it requires a redistribution of available 
newsprint supplies. . 

Now, Mr. Chairman, I want to add one word that I jotted down be- 
cause of a previous speaker’s remarks. Off the record I might say 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 1723 


that there is plenty of so-called black-market newspaper available 
in New York City, but at a price of $240 per ton as compared with a 
legitimate market price of $115 per ton. In my opinion, this is a 
situation that should receive attention and correction, even if it means 
criminal prosecution by the Government, and I am prepared later on 
this afternoon to furnish the names of so-called black-market opera- 
tions in newsprint in New York. 

Mr. Mutrer. What is the ceiling price? 

Mr. Saurus. $115 per ton. 

Mr. Muurer. We would appreciate no end if you would supply 
those names to Mr. McCormick of OPS here and he would pass them 
on to the local office for enforcement. You would be rendering a 
service to the entire country if you do that, sir. 

Mr. Saurus. My local supplier, Mr. Chairman, made a trip to 
New York City 2 weeks ago to see if he could get me an additional 
quota, and he came back after 3 days in New York City at my expense 
and said, “You can have all you want if you will pay $240 a ton for it.” 

I wasn’t interested so I did not ask him for the names, but we have 
a business meeting downstairs in 15 minutes. He should be there and 
I will get the names from him and report back to you. 

Mr. Muvrer. Mr. Saltus, you probably know the House Judiciary 
Committee, the Subcommittee on Monopolies, conducted an exhaustive 
investigation on this subject. If you were not heard or submitted no 
statement to that committee, I hope vou will forward a copy of your 
statement to that committee. In addition to that, there are two Senate 
committees presently conducting investigations into the matter of 
newsprint, and its monopoly, and all the various elements that go 
into that. I understand the House Interstate and Foreign Commerce 
Committee is about to launch an investigation into the same subject. 

Mr. Saurus. Thank you, sir. 

Mr. Datmas. Mr. Saltus, do you ordinarily buy your newsprint 
from the mill or from warehouses ¢ 

Mr. Saurus. I buy it through a local supplier who has a yearly 
quota of tonnage. For 36 years we have been buying it from the same 
supplier who buys direct from the mill, but the tonnage is shipped 
directly from the mill to us. Our supplier never sees it. 

Mr. Dauomas. He acts as an agent ¢ 

Mr. Saurus. For example, one very small newspaper went out of 
existence in the city of Worcester 3 weeks ago. He secured his supply 
of newsprint for us. That was through the same supplier who serv- 
ices me. But his total tonnage for the year is only about 214 tons. 
I did get that because the supplier has that under quota, but the 214 
tons is not going to be but a drop in the bucket. 

Mr. Daumas. Mr. Saltus, who sets these quotas ? 

Mr. Savrus. The newsprint manufacturers. 

Mr. Datoas. Principally in Canada? 

Mr. Saurus. I would not say principally in Canada. no; because 
we have several large paper-making concerns in the United States. 

Mr. Mvuurer. In newsprint ¢ 

Mr. Saurus. Yes. 

Great Northern has five plants in the United States. 

Mr. Murer. Are we getting any Swedish paper in-/ 

Mr. Saurus. Oh, yes; there is Swedish paper coming in, and that 
probably is the source of the black-market paper in New York City. 
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Mr. Mutrer. You mean the selling price does not apply to that 
paper ¢ 

Mr. Saurus. I would not know whether the selling price applies 
to imported paper from Sweden. It does seem to me there is a source 
of newsprint which is not regulated when they can charge that kind 
of money for it and get all you wish for it. 

Thank you very much. 

Mr. McCormick. Mr. Chairman. 

Mr. Murer. Yes, Mr. McCormick. 

Mr. McCormick. Speaking for the Office of Price Stabilization, we 
appreciate your great offer of cooperation, It is the kind of coopera- 
tion we need. We are staffed today with able people in this Enforce- 
ment Division of ours, FBI-trained men. We have agents currently 
operating in the field on the black marketeer. We are going to do a 
hard-hitting job. I will be glad, after the meeting here, to talk to 
you and this information will be in the hands of our people this eve- 
ning. The contact will be made. 

As to the Swedish paper, under the present regulation, in this 
export-import order as published and approved, the duty is added, 
of course, and passed along. Under our regulation it could be possible 
that high prices may be charged-for this paper compared to local 
paper, but, nevertheless, we want to get at the basis of it. 

Mr. Saurus. As I understand, the basic cost of newsprint from the 
Scandinavian countries is much less than that produced here in the 
United States and Canada, so that they are able to pay the duty and 
still undersell in normal times nationally made paper or domestic 
made paper. 

Thank you, sir. 

Mr. Mutrer. Mr. Jorjorian, president and treasurer, Eagle Electro- 
plating Co., 215 Sumner Street, Worcester, Mass. 


STATEMENT OF ARTHUR JORJORIAN, PRESIDENT AND TREASURER, 
EAGLE ELECTROPLATING CO., WORCESTER, MASS. 


Mr. Jorsortan. As I view the situation here, apparently 95 percent 
of the speakers who appeared before you have complaints or gripes 
about Government agencies or Government control, or something. 
So maybe my talk might be a welcome change to you because I am 
appearing before you in praise of a Government organization for a 
change, a Government agency. 

My principal reason for appearing before you this morning is to 
briefly state the lack of adequate local financing for the average small- 
business man and to tell of the good job which RFC has done for my 
company in helping to fill this need. 

Needless to say, I am not a public agent or a public relations man 
for the Reconstruction Finance, but after the good treatment that 
I got from them, I thought among all the confusion and condemna- 
tion that the RFC has been taking lately in the newspapers—they 
are taking quite a beating—maybe somebody should come, not to 
their rescue, but maybe somebody should get up and say at least one 
cood thing that they have been doing, and certainly they have granted 
thousands of good loans, which I think more than offset the publicized 
ones that we have seen in the papers lately. 
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As a matter of fact, in my opinion, a lot of these loans that were 
apparently turned down by the RFC examiners and due to pressure 
from upper levels eventually were granted, 1 do not think that all 
the blame for the granting of those loans should be placed on RFC. 

Mr. Mutter. With very few exceptions, all of those loans have been 
repaid in full with full interest. 

Mr. Jorsortan. That is right. So apparently there is not so much 
blame due with regard to the loans being made and then eventually 
not being paid as much as because of the fact that it was made proba- 
bly under some kind of pressure. 

I think RFC’s record of making loans and then getting the repay- 
ments is excellent. All agencies or even banking facilities can make 
mistakes sometimes, but, in general, RFC has a pretty good record. 

As far as our own experience is concerned, we are in the electro- 
plating business. We have been in business for over 40 years, and 
for the past 27 years we were occupying a small four-story building 
in this city and slowly we were approaching the point where we had 
to do something drastic; in other words, get out of that building, 
consolidate all of our facilities in a modern one-story building where 
we would have adequate room to expand. 

Finally, 2 years ago that time came. Since no suitable building 
could be found, we decided to build a one-story building of about 
twice the area we were using. This building, along with the needed 
additional equipment, was for us an ambitious program and one which 
we could only half-finance ourselves. We weren't a large company. 
We never employed over 15 men, and we found under today’s build- 
and equipment costs we were only able to finance half of this project. 
After trying local and out-of-city banks, we finally decided that RFC 
was our only possible hope. 

Maybe I should say right here that this is not exactly a condemna- 
tion of local banks because some of the local bankers are good friends 
of mine. I do not want them to think we are exactly blasting them, 
but they tell us they are working under certain regulations. They 
have certain banking laws that they have to conform with, and so 
forth and so on, which is no doubt largely true but we know that 
after they told us everything, they hadn't done us any good. 

I personally carried out the negotiations through the Boston office 
and found the examiners with whom I dealt to be capable men. 
They seemed to fully understand the problems of the small-business 
man and went all out to help the applicant if he showed reasonable 
promise of being able to use the loan to good advantage, and, naturally, 
of being able to repay it. 

Today, thanks to RFC, we are occupying a modern one-story plant 
where our operations are more efficient, our facilities are being ex- 
panded, and our men are working under excellent conditions. This 
loan is enabling us to increase our working force and puts in a good 
position for handling defense orders. 

I am sure that other small businesses must have financing prob- 
lems, and I know that the average one has a very poor chance of 
obtaining long-term financing of plant expansion or improvement. 
Venture capital today seems to be a thing of the past and the small- 
business man who cannot lay substantial collateral on the line is just 
out of luck. 
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My next remark probably does not pertain too much to my particular 
case, but there has been so much criticism of RFC that I thought I 
would get just one or two facts into the record. I have several more, 
but I did not think it would be wise to bother you with all the 
details, but, apparently, since RFC started in 1932, it has made about 
$600,000,000. 

Mr. Murer. $600,000,000 net profit to the Government over and 
above all the expenses of operation of the agency throughout the 
country and over and above all losses ? 

Mr. Jorsortan. That is the way I understood it. Today I under- 
stand they have about $500,000,000 outstanding in loans. So if 
everybody who owes money to RFC today would be out of business 
and RFC took a complete loss on it, they would not have lost any 
money on the deal, which I think is probably better than you can say 
for a lot of the other agencies. 

Some people look on RFC as a sort of subsidy for the small-business 
man. Ido not think this record shows it to be such. 

Certainly, when they loan a businessman money he isn’t producing 
a lot of unwanted things. He doesn’t produce a lot of potatoes that 
we put in the warehouse and eventually dump. He is producing 
material that can usually be used and sold, and I think he isn’t taking 
money for nonproductive work, but using money for increasing the 
productivity of the country. 

Mr. Mouvrer. As a matter of fact, RFC will not take an application 
of a small-business man for a loan until he has been turned down 
privately by the banks and after having processed the loan and being 
ready to make the loan, RFC will still not make the loan until they 
have contacted other banks in an effort to get them to take it. They 
will give it only when the bank won’t take it. 

Mr. Jorsortan. That was the case with us. They investigated us 
very thoroughly, but at least the result was a happy one, so we did 
not mind going through the little bit of red tape that was necessary 

So concluding, my opinion is that until such time as anybody can 
come along and show us a set-up which can definitely assure us is 
better than RFC, or until the small-business man can be assured that 
local banks will help them, particularly on long-time financing, I do 
not think anything should be done about abolishing RFC. 

Mr. Mutrer. Thank you very much, sir. 

Mr. Ralph E. Duffy, president and treasurer, the George E. Duffy 
Manufacturing Co., 1511 Main Street, Worcester, Mass. 


STATEMENT OF RALPH E. DUFFY, PRESIDENT AND TREASURER, 
THE GEORGE E. DUFFY MANUFACTURING CO., WORCESTER, 
MASS. 


Mr. Durry. Our problem is price controls. 

CPR 18 regulates the amount of price increase which may be made 
on cloth and yarn manufactured under the woolen system. We pre- 
sent herewith tables showing that this regulation does not permit an 
increase sufficient to cover the increase in costs of materials and labor 
which have occurred to date since the base period date in 1950. ~The 
fabric under consideration is one of several manufactured by this 
company, and the same relative costs will apply to all the other fabrics 
we manufacture. 
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Because of the heavy increase in prices of raw materials (wool clips 
and wool rags) since January 1, 1951, the cost per yard has increased 
$0.3262 and CPR 18 makes no provision for allowing this increased 
cost to be added to the base price of the fabric. 

As a result the mill will absorb an actual loss of at least 3214 cents 
per yard if it sells its product for the price of $2.05 permitted under 
CPR 18. For this reason it is not offering its products for sale. Un- 
less prompt relief from this regulation is given the mill will shut 
down on completion of its present contracts, certainly by the middle 
of May, and its 225 employees will be laid off, and our customers will 
be deprived of the merchandise they require for the operation of their 
garment factories. 

Mr. Mvutrer. Is this problem peculiar to your plant or just general 
throughout the industry / 

Mr. Durry. Pretty general throughout the industry. Many firms 
have already closed down and many more are in the process of closing 
down. 

Mr. Mouurer. Mr. McCormick. \ 

Mr. McCormick. Yes, sir, Mr. Chairman. As I stated very briefly 
varlier this morning, the folks in Washington have been working on 
this situation for the last several weeks, in fact since regulation 18 
was brought out, because your industry came in and pointed out, as 
soon as that regulation was published, that it did not cover all the 
difficulties. I contacted them late yesterday. I found they worked 
through the night last night to perfect several amendments to answer 
this problem. One is the broadening of the base period. The second 
is the change of that December 31 date. That is pretty clear, and 
relief ought to be out, published today or tomorrow. 

In any event, if this does not answer your problem, I will retain a 
copy of your splendid statement here, and I would suggest then that 
you go quickly in for an individual adjustment. 

Mr. Mutter. You understand what Mr. McCormick means ? 

Mr. Durry. I do. 

Mr. Mutter. If the regulation does not apply to your case, you will 
apply to the local office for individual relief for your mill. 

Mr. Durry. Yes,sir. Thank you very much. 

(The statement of base period costs, costs on the basis of December 
31, 1951, and costs on the basis of raw material prices as of April 20, 
1951, submitted by the George E. Duffy Manufacturing Co., is as 
follows:) 


Scnepute A.—Base period cost (Mar. 24-June 24, 1950) 


Raw materials per finished yard: 


28.125 ounces fine mixed worsted shoddy, 20 cents per pound_____-~-~- $0. 3515 
8.4375 ounces skirted dark worsted shoddy, 12% cents per pound... 0659 
19.6875 ounces mill, waste, 3 cents per pound__ Sialeatidnacinplaass ities . 0869 
PSS a ee ee tt er SEE a a ee . 0402 

EE EE eS ee ee See Lee a . 4945 
6 pee RS NTA Se! EP ER oe Spins . 6408 
Other manufacturing materials and ER bes RSE ES . 1838 





Total, per yard nih atin dbeatilleRasticieetaeeahilidibie ciilescalima ., . ae 
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Scuepute B.—Basis of Dec. 31, 1950 


Raw materials per finished yard: 


28.125 ounces fine mixed worsted shoddy, 40 cents per pound_______- $0. 7031 
8.4375 ounces skirted dark worsted shoddy, 21 cents per pound______ . 1107 
19.6875 ounces mill waste, 6 cents per pound____.-___.._----_-____ . 0738 
IPT sschetriilirasionhineniteeabadlicaaaltenetemanemedinaainantademitaaie diteeienoitaideiet teas decent tactic ane . 0717 
ends WOU Gi ie Oe eee . 9593 
ES Oe OE ee Ee eT ee Se Pe TTT . 7145 
Other manufacturing materials and services____..._._._.__-_----_-_---_- 2457 
co RE ee eh a ie! ER mh thei eh del dee UT 1. 9195 
Costs March 24-June 24, 1950, per schedule A__._--__--__--_____- 1. 3186 
ET ae eR A ee . 6009 
Base period price__._.._---.- Titnhipstahedensaeetaiinnell “eerste Poare—-aehscsenbes 1. 45 
New ceiling price per regulation, per yard______--___-_+_----- aaas 2 O0Oe 


ScuepuLe C.—Cost of fabric on basis of raw material prices Apr. 20, 1951 


Raw materials per finished yard: 





28.125 ounces fine mixed worsted shoddy, 55 cents per pound___--- $0. 9668 
8.4375 ounces skirted dark worsted shoddy, 27 cents per pound___-_-~_ . 1424 
19.6875 ounces mill waste, 8% cents per pound ____-~- et Ae lect . 1046 
| Saeed Re ee Pe et od ce 2 ae A at 2S Ww SR RT .0717 

es ee eee 1. 2855 
Labor __- ee ee ea ee ee CP eee el . 7145 
Other manufacturing materials and services__....__._.___-__----~- 2457 

een; O00 SOR en eee ee aes 2, 2457 


Mr. Muurer. Mr. W seen F. Ny treasurer, Hobbs Shania taekiinl 
ing Co., 26 Salisbury Street, Worcester, Mass. 


STATEMENT OF WALTER F. MATSON, TREASURER, HOBBS 
MANUFACTURING CO., WORCESTER, MASS. 


Mr. Matson. We want to express our appreciation to the congres- 
sional committee for the help that the RFC has given us. Arthur 
Jorjorian has covered the subject and stated pretty clearly our own 
appreciation for the RFC. 

jut Hobbs Manufacturing Co. is happy to have this opportunity to 
express to the congressional committee our appreciation of the help 
given us by the RFC, and to tell you what it has done for us and 
why we think the RFC should be continued in some form to help small 
businesses. 

Our appreciation of the RFC is in no way to be taken as discounting 
the help or cooperation of commercial banks; we have found that we 
need both. Our current interim financing has been handled by com- 
mercial banks during the time we have had RFC assistance, and has 
been satisfactory. 

Our longer-term loans for the purchase of machinery and capital 
expenditures, together with assistance to our working capital position, 

caused us to make application through our commercial bank to the 
Small War Plant Corporation, which was or became a part of the 
RFC. 

We originally borrowed money in April 1946. We had a loan of 

$87,000 which was used for working capital and to offset some local 
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loans which had been negotiated in connection with the purchase of 
equipment. We had a loan portion of $40,000 which was used for the 
purchase of new machinery, and we had an assigned account arrange- 
ment which was at times as high as $40,000. The total amount of 
money outstanding at any one time under our loan arrangement was 
$142,000. These loans allowed us to improve our plant and machinery 
and equipment in such a manner that we could continue to operate our 
plant which has been in Worcester since 1882, and develop some new 
products. Our company purchased in the way of new machinery 
and equipment from 1945 through 1950 a total of $120,831. These 
purchases have allowed us to carry on a payroll which presently con- 
sists of 126 people, and have been the means of our being able to 
pay $1,982,544 in salaries and wages during the period 1945 through 
1950. 

Our loan was reduced to such a point that in August 1950 the notes 
originally amounting to $127,000 had been reduced to $13,500. It 
was felt that the company should arrange a new loan to provide 
working capital and allow for a better balance of our financial strue- 
ture. Loan application was made to our bank who, for their own 
reasons, did not feel that they wanted to continue in a participating 
loan with the RFC. We then requested a direct loan from the RFC, 
which was granted. This loan allowed the retirement in full of the 
previous RFC loan and placed us in a position to expand our work- 
ing capital position so that we could take care of our bills and be 
ready to assist in the defense effort, in which we are now participating. 

Without our original RFC loan it would have been extremely difli- 
cult for us to operate our plant, and without the current loan it would 
be impossible for use to provide the employment which we are able 
to offer. Neither of the loans which we have enjoyed with the RFC 
was brought about through any personal or outside influence; no 
outside expediters were hired; no fees were paid. Our entire rela- 
tions with the RFC personnel have been on a high level of integrity and 
honesty. We feel that the RFC has been considerable help to us, and 
that it should be continued for the help it can give to smaller businesses 
such as ours. 

It can be stated that the RFC was unknown until relatively a few 
years ago. In trying to analyze why the RFC is necessary to small 
business, we have analyzed recent statements of three commercial banks 
located in this county, and find that 43.64 percent of their total de- 
posits are invested in United States Government bonds. Back a few 
vears, before the RFC was organized, the percentage of investment 
in Government bonds by three comparable commercial banks would 
have been less than the 45.64 percent shown above, as the national debt 
was very small. It seems to us that the real need for the RFC for 
smaller businesses is because of the extremely large financing of Gov- 
ernment bonds at attractive rates to commercial banks, whereby the 
funds are not available to the greater-risk-taking financing as rep 
resented by loans to smaller businesses. 

It is the hope of Hobbs Manufacturing Co. that, by the time our 
current loan with the RFC is paid up, we will be in a position to handle 
all of our financial requirements through regular commercial sources, 
so that our appearance here today is made not from a selfish stand- 


86267— 51 pt.2 34 
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point but rather from the fact that there has been so much publicity 
and so much talk about termination of the RFC. 

We feel that we should make this statement because of the help we 
have received from the RFC. 

Mr. Muvrer. What do you manufacture, sir? 

Mr. Marson. We manufacture paper box machinery, lock washers 
and cotter pins. 

Mr. Murer. In other words, the long-term financing without which 
you could not get along has been supplied to you by RFC. 

Mr. Matson. That is right. 

Mr. Muurer. And the private banks do not, for one reason or an- 
other, make that kind of a loan to you? 

Mr. Matson. That is correct. 

Mr. Murer. You could not get that money in the so-called real 
estate mortgage market ? 

Mr. Matson. No. 

Mr. Murer. If you had not gotten it from RFC, you would not 
have been able to carry on? 

Mr. Matson. That is correct. 

Mr. Mourer. And your short-term financing you have gotten from 
your banks to carry you along to buy material until it is processed and 
then you get your money from your customers? 

Mr. Matson. With the peaks and valleys of operation which we 
have at the present time we are extremely busy, and our operations 
are on a higher level than they were a year ago. So short-term 
financing is provided by the banks and that takes care of paying and 
discounting the bills. On the long-term financing, RFC was the only 
source we had for funds. 

Mr. Murer. We appreciate your coming here. 

Mr. A. Dudley Bach. 

You are president of the New England Metallurgical Corp., 9 Alger 
Street, Boston, Mass. ? 


STATEMENT OF A. DUDLEY BACH, PRESIDENT, NEW ENGLAND 
METALLURGICAL CORP., SOUTH BOSTON, MASS.; GREENMAN 
STEEL TREATING CO., WORCESTER MASS. 


Mr. Bacn. Yes. And also of the Greenman Steel Treating Co., 
Grove Street, Worcester, Mass. 

We employ about five men in each plant. We are a processing in- 
dustry. We treat steel and various other metals in order to make them 
harder or softer as the case may be, and our work, naturally, will turn 
shortly to munitions, but, as an owner of a small business, as well as 
a vice president of the New England Small Business Association, I 
wish to go on record regarding some of the serious problems which 
confront small business today. Again, as in the last war, big business 
is becoming bigger and more strongly entrenched, while little business, 
to steal a quote from General MacArthur's recent address to Congress, 
is “gradually fading away”—and it is. 

1. Because of limitations as to tools and equipment as well as per- 
sonnel, the small manufacturer has difficulty in obtaining prime Ger. 
ernment contracts, and because of this the small man is usually urged 
and is happy to act in the capacity of a subcontractor. One of the 
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great disadvantages of the subcontractor, however, is that primes are 
very reluctant to pass along the priorities and certificates for ac- 
celerated depreciation which would enable the sub to buy new tools 
and equipment and amortize.them over 5 years. 

Large prime contractors are often allowed to purchase machines 
and equipment as they see fit, with the privilege of writing them off 
in a 5-year period; to my knowledge they cannot extend this privilege 
to their subcontractor. I feel that small subcontractors should be 
allowed to share in some of the accelerated depreciation granted to 
the prime contractor. 

Our firm applied directly to the Government in December for a cer- 
tificate of necessity for a badly needed addition to our plant in South 
Boston. While billions of dollars’ worth of these certificates have 
been allocated to large firms, our little $60,000 application is still in 
the “Washington mill.” 

[ realize that thousands of these applications are on file, yet in order 
to protect the small-business man I suggest that two things should be 
done: 

First, establish an independent organization such as the “Smaller 
Defense Plant Corporation (Authority) .” 

I do not know how it may be carried out. 

Secondly, require the prime contractor to pass along some of his 
accelerated depreciation to his subcontractors. 

If there are any questions along that line from the Army, I would 
be glad to answer them because there was a statement made by Mr. 
Leschke that I can go along with. 

Perhaps I had better finish. 

2. The financing of a contract is still a serious problem for the small 
contractor. To this end I believe that the banking laws (regulations) 
should be liberalized to employ a bank to lend more money to small 
industries for long-term capital mortgages or loans. If these lays 
cannot be liberalized, then further study should be made of the capital 
bank, which has been advocated by the New England Small Business 
Association. Here again in the matter of financing an independent 
organization such as the Smaller Defense Plant Corporation could be 
of invaluable service to small industry. 

3. It is a common practice of the Government to extend to the large 
prime contractors a letter of intent. It should be mandatory that the 
prime in turn pass the same type of a letter along to their subcon- 
tractors. This would enable the small subcontractor to protect him- 
self in this very serious interim period against the terrific pirating of 
labor that is going on. Pick up any newspaper and see with what 
glamour the new defense jobs are described. The little man, not know- 
ing what the plans of the prime contractor are with regard to subcon- 
tracting to him, is unable to make such glamorous promises to his 
help, and usually by the time his subcontract comes along; his help 
has been hired away by the big ones. 

_ 4. Negotiated contracts—While the intent of this system of placing 
contracts I believe was to help the smal! manufacturer, I am fearful 
that it is working to his disadvantage. If the negotiation is done at 
a local level, with full publicity to all negotiated contracts (except 
those which cannot be publicized for security reasons), I believe that 
the negotiated contract might work. On the other hand, if the nego- 
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tiations are to be carried out in Washington, where the smal! man is 
definitely not welcome, I am fearful that the small man will be over- 
looked and run down by the 5- percenters who know their way so well 
around Washington. Here again is an additional responsibility that 
could be assumed by such an organization as the Smaller Defense 
Plants Corporation. 

These are a few of the points that I believe should be checked by 
any group in Washington who would profess to be interested in the 
welfare and the continued well-being of small business. 

Mr. Muvrer. Thank you very muc th. I think your specific problem 
we will refer to Mr. Bartlett of NPA and find out why your applica- 
tion is laying in the Washington mill, as you term it, and see if he 

cannot expedite it a little and get action on it for you. 

Mr. Bacu. I have chased that down myself. I went to Washington 
and rode from one end to the other and found out that my particular 
application is now in the works and should come through shortly. I 
was treated very kindly, but I was given a little bit of a run-around 
from the old building to the new building. 

Mr. Mutrer. You mean you ran around because you did not have 
the 5-percenter to tell you where to go in the first place ? 

Mr. Bacu. Perhaps that. Iam not so interested in my own problem, 
but the problem of all the little people. I will go along with Mr. 
Leschke. Let's a the aircraft companies who need very accurate 
work done. In New England they supply the wonderful parts they 
want made. They expect the little chap used to operating a lathe to 
same some of the modern supergrinding machines that they have not 
been able to afford to buy. The small man goes to the prime. “What 
will you do to help us get a new steel bore automatic!” The prime 
says, “I will do nothing to help you.” Whereas the prime gets at the 
same time a great deal of help from the Government to buy the very 
tool that the small man is crying for. 

“Mr. Murer. It is a matter of lack of information in the main. 
Most people have gotten to look upon the Federal Government as 
centralized in Washington, that you must run to Washington or to 
your representative in Washington to get your information. More 
often than not you can get it at home. If you cannot get the full 
information, they can at least set up an appointment in the right - 
place in Washington or direct you to the right place in Washington 
where you can go directly from home rather than chase around 
until you get to the right office. Washington is a big city with thou- 
sands of Government employees who are trying to serve you. But 
Washington is the last place in the world to go looking for them in 
the first instance. You start out at home, just as before you call on a 
large company, you would not go to the home office first. You would 
set up an appointment with the man in charge. It is the same with 
Government. 

The next thing you bring up is the question of banks and bank 
loans. My experience has been that of most businessmen, that, if the 
banks want the regulations applicable to loans liberalized, they can 
get them liber: alized. The Federal Reserve Board which m: akes the 
credit regulations, or, at least most of them, is controlled, in large 
part, by bankers, and they can be as liberal as the bankers want them 
to be. If they want liberal regulations, they will get liberal regula- 
tions accordingly. 
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I do not have to remind you that there are very few banks, if any, 
that would make instalment mortgage loans until Home Owners Loan 
Corporation came along and ruled that that was the only way to make 
a mortgage loan on a home, one that would amortize and pay itself 
out for a period of years. They would not make chattel mortgage 
loans or personal loans or lend you money against accounts with 
collateral until the private lenders who were not banks proved it was 
a safe and profitable business. Then they got into it. The same was 
true with the personal loans to a wage earner. They would not touch 
them until it was proved to be a profitable business. Then they lib- 
eralized their own regulations with referetice to that. 

They are learning. They are going to catch up, and small business 
will still be the backbone of this Nation and still keep it going. 

Mr. Dalmas has a comment he would like to make. 

Mr. Datmas. Mr. Chairman, the committee, and I think everybody 
else in Government, is more or less violently opposed to influence 
peddlers, so called “five percenters.” However, I think the record 
should show that legitimate brokers, manufacturers’ agents and other 
commission men, are engaged in a form of business which has been on 
the American scene for a great many vears. There are thousands of 
small manufacturers who cannot afford to travel their own representa- 
tives over the whole 48 States, so they use the services of manufac- 
turing agents in various cities and localities in the United States. 
There are other forms of distribution through merchandise brokers, 
particularly in the food industry, which is a highly eflicient and a 
very legitimate way to sell goods. And there are thousands of manu- 
facturers’ agents and brokers who have been in business—I know some 
concerns at least a hundred years old—and who have performed a 
great service to American industry. The disservice to American in- 
dustry, to the Government and to the people, has been by people in 
Washington who have tried to sell their friends instead of their wares 
which, in my opinion, is one of the lowest forms of business activity. 

Mr. Muvrer. I heartily concur in all of Mr. Dalmas’ remarks. 

Mr. Bacu. I think our association does, too. 

Mr. Barrierr. Mr. Chairman, may I introduce the manager of 
our local office of the Department of Commerce here who will be glad 
to save him a trip to Washington. This is Mr. Grebenstein. 

Mr. Gresenstein. George W. Grebenstein. I know many of the 
folks here. Previously | was district manager for the Smaller War 
Plants Corporation and then later with the United States Depart- 
ment of Commerce, and now I am with the United States Department 
of Commerce, NPA. A good many of the folks who are here today 
have been in for advice from us. We are glad to cooperate with them. 

Mr. Muurer. Thank you. 

Major Waarron. The statements on the bottom of page 2 and the 
top of page 3 in Mr. Bach’s statement concerning the negotiations, I 
believe, have been covered fairly well; however, I notice the mention of 
the fact that most of this negotiating is done in Washington. As to 
the defense purchasing almost all of the defense purchasing of the 
Department of Defense is done outside of Washington, D.C. With 
the exception of a few purchasing offices of the Navy which are in 
Washington, the central purchasing office for some of the Navy items, 
and a few other small defense purchasing offices, almost every item 
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which is purchased by the Army, Navy, Marine Corps and Air Force, 
is purchased in some of these many purchasing offices all over the 
United States. So you better find out with whom you wish to deal 
first before you make a trip to Washington. 

Mr. Muurer. The Major mentions purchasing and she means by 
purchasing invitations to bid as well as invitations to negotiate. 

Mr. Bacu. It is obvious a contract might be negotiated in Boston 
for Worcester for two or three millions, but it takes a long time for 
it to trickle down to a small man who can make duffle bags and needs 
a machine. In my own case, there is a shortage of steel castings in 
the armament field and héat-treating processes are necessary. We 
were called by someone outside of the State and asked whether we 
would take care of the heat treating of that armament until he had a 
certificate of necessity to buy new. The small man was to put or 
supposed to put his money into new furnaces and equipment while 
the prime contractor had the privilege of getting accelerated amor- 
tization on $100,000 worth of heat-treating equipment. 

Somehow if you or those who award this contract could let this 
accelerated depreciation filter down to the small man, it would help. 
He wants to buy some of his machines just as well as the big man does. 
Why can’t it filter down to the small man as well as people like 
General Motors ¢ 

Mr. Muurer. Big or small men are prohibited from getting certifi- 
cates of necessity unless there are no other facilities available. The 
prime has no right to increase his capacity to take on work that can 
be done by other facilities even though it means subcontracting that 
work. If you have information of that nature, let us have names 
and let us dig into that, because it is a clear violation of law. I am 
now giving you the intent of the entire Congress. Our idea was to 
see that all the facilities of the country, big and small, were first put 
to use before we would use strategic materials and manpower to build 
additional facilities. 

Mr. Bacu. Here is a man that has lathes and everything else except 
a $20,00 steel bore automatic. The contract is not given to him because 
he does not have that $20,000 machine. On the other hand, General 
Motors has the privilege of depreciating $68,000,000, but the little 
man hasn’t even the privilege of writing off that $20,000 to buy that 
machine. He would like to get a priority to buy it. 

Mr. Mctrer. You are entitled to it if you file an application, and 
I am sure if you do so, it will be approved. 

Mr. Bacu. Whom do we file it with? 

Mr. Muurer. Present your application to the representative in your 
local office. He will file it for you. 

Mr. Bacu. By the time my certificate comes through, which I hope 
it will, the job is gone and someone else, the prime himself, has gotten 
a certificate and will erect his own plant. 

In another case I was in a place quoting on heat-treating work. We 
could do the job with a little more extension. This manufacturer was 
going to get a new building out of it. He wasn’t concerned about the 
sub getting a new machine. Sometimes during a war period if bigs 
are more able to do it, that is all right. If the emergency is not too 
great, let’s have some of this work filter down to the small manufac- 
turer. 
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Mr. Datmas. This point that the gentleman makes has been re- 
emphasized over and over. 

It certainly points the way more clearly to the creation of the Small 
Defense Plants Corporation. Among its duties, the first duty is to 
make a complete inventory of all productive facilities of small business 
concerns which can be used for defense, and so on. 

Mr. Murer. That is H. R. 1600. 

Mr. Bacu. That is right. I am glad to hear you favor that. We 
do, too. 

Mr. Mvucrer. Thank you, sir. 

Mr. Bacu. Thank you. 

Mr. Murer. I have used up part of the recess in order to try to 
catch up with our program. We had one other witness we wanted to 
hear this morning, Mr. Charlton, but I hope he will come back at 
2 o'clock. I hope you will all come back at 2 o’clock. 

We will recess now for lunch. 

(Whereupon, at 12:50 p. m. the hearing recessed to reconvene at 
2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Mutter. If you will come to order. 

The first witness for this afternoon’s session will be Mr. Charlton. 

You are Mr. Kenneth R. Charlton? Will you state your address, 
please. 


STATEMENT OF KENNETH R. CARLTON, TREASURER, MANUFAC- 
TURERS ASSOCIATION OF NEW ENGLAND, INC., K. R. CHARLTON 
CO., BOSTON, MASS. 


Mr. Cuariron. I am a resident of Belmont, Mass. I am also pro- 
prietor of the K. R. Charlton Co., 3-4 Joy Street, Boston. We are 
manufacturing representatives, research and production engineers. 

Mr. Chairman and members of the Select Committee of Small Busi- 
ness and gentlemen, the question concerning how best to help small 
business secure its share of our Nation’s business has been considered 
from several angles for many years by a vast multitude of individuals. 

The present speaker has been working among this latter number 
for nearly three decades, but not until the days of the War Produc- 
tion Board and the Smaller War Plants Corporation was any affilia- 
tion with the Federal Government undertaken. 

One of the early efforts of the SWPC was to secure the right to 
force its authority upon war agencies, requiring them to grant prime 
contracts to the corporation. General Johnson, president of SWPC 
at that time, hailed this achievement as a great advance for our smaller 
industries. However, two or three such grants only brought late 
delivery, rejected items, and general dissatisfaction. 

In the New England region of SWPC it is my privilege to assist 
in the arrangement of contacts between the various shipyards and 
many of our small manufacturers. Several million dollars of sub- 
contract work resulted and the project finally became so great that 
the Navy Department took it over under their Industry Cooperation 
Division. 
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In the next move by SWPC an agreement was formulated wherein 
the Government agencies agreed to present, while in the planning 
stage, all outlines of procurements to SWPC for recommendation of 
plants, qualified and in need of work. The idea was good but the 
agreement was loosely drawn, loopholes were found by those who 
wished to evade the intent and hearty cooperation came from but few 
of the agencies. 

With the cessation of hostilities the SWPC became a surplus dis- 
posal agency directed to assist returning veterans, as well as small 
manufacturers. Shortly after this, Maury Maverick made flying 
trips, as head of the corporation, to Africa and China returning with 
the report that no business potential, for our smaller plants, existed 
in those countries. He recommended the dissolution of SWPC and 
the dismemberment of the only reliable Government agency, estab- 
lished at that time, to help our small manufacturers, followed. 

Nearly 3 years ago several manufacturers urged that a survey of 
Government agency requirements be carried out in a definite, con- 
tinuous manner. This I endeavored to do, really trying to again ren- 
der the assistance given previously by SWPC. Although no advances 
or retainers were requested, it was agreed that 5 percent, or less, of 
the money value of any contracts unearthed should be paid as remu- 
neration. 

Not many contacts were made, however, before it was pointed out 
that it was illegal for me to act in the capacity of a manufacturers’ 
agent. Papers were turned over on deks when I neared them and 
one official requested that I not come into the agency unless there was 
definite business for me. 

Later study of the regulation, which they were endeavoring to 
interpret, showed that one “regularly employed” for the purpose 
might be compensated for the service rendered. However, some un- 
scrupulous individuals were, and had been for a long time, acting 
under the guise of manufacturers’ agents, when they were only “influ- 
ence peddlers.” These were given the nickname of “five percenters” 
and, worse luck, all manufacturers’ agents became indiscriminately 
included under that title, regardless of the service rendered or years 
spent in that work. 

To make certain that a definite affiliation covering the requirement, 
“regularly employed,” existed between the manufacturer and his 
agent, a corporation, The Manufacturing Associates of New England. 
Inc., was formed. This organization, also, gave a means for the pool- 
ing of facilities for the production of complicated items. Little good 
has resulted, however, although contracts for the production of sev- 
eral unique items, quite unusual in their construction, have been 
secured, 

In the face of this opposition, by those in power, it has really been 
quite thrilling to hear a contracting oflicer say, “Had you not brought 
this bid to us, we would have had no bid.” This has at several times 
been the case. 

It seems quite odd to me, if potential production is open to bid, and 
the low bid is submitted by a really little fellow who has employed 
a manufacturers’ agent, that this successful manufacturer should be 
threatened with dire penalties, loss of contract or deduction of fees 
paid, when the Government was saved money through the very pro- 
cedure being crit icized., 
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The agencies all are loud in their acclaim that procurement outlines 
are open for manufacturers’ inspection, and they are. But what 
small plant owner has the time to give from his regular duties to 
visit each agency oflice every day, there to go through the various col- 
lections of outlines, practically standing on his head to read some 
of them? Did you know that every agency formulates its procure- 
ment outlines in a different manner and that the nine arsenals and 
armories of the Nation each bury the detail required for an analysis, 
ina different manner, within the respective procurement outlines ‘ 

Surely an expert analyst, acting for several at once, can work, for 
our small plants, most efliciently. But the higher-ups say “No.” He 
is untouchable: A 5 percenter !” 

I have been a 5-percenter—without influence. Maybe this, no 
influence, is why I could not make a go of it. 

Better result was found through contacting the large manufac- 
turers, securing their “farm-out” work. I believe that is the real 
source of business for the little fellow. 

Results on that course have not made me happy, however. The 
little fellows, some of them. forget who originated the contacts when 
business repeated and neglect to pay commissions or fees unless re- 
minded several times. 

A move has been publicized recently concerning the desire of our 
Government to see that small business is given the opportunity to bid 
oh more items: I believe that was the background of a request re 
ceived last week from a manufacturer of sheet metal goods that I sur- 
vey a procurement outline sent to him as a bid opportunity. The 
agency procurement official had stated that this consisted of items, 
formerly produced by large manufacturers, but which might be made 
in the smaller plants; the quantities small, but might be worth while 
because of repeat possibilities. 

Analysis showed requirement for: rubber gaskets, rubber and cork 
gaskets (B/P bore name of International Harvester Co. with Arm- 
strong Cork as source of supply): short fuel hose, flexible, neoprene; 
same, armored; fuel pipe (Buick Motor design and number) ; molded 
rubber grommets; white pine blocks, 4 by 16 by 5'% inches (350 
wanted) ; and Purolator fuel filters. This to a sheet-metal-goods pro- 
ducer. Practically all are commercial items and should be supplied 
by some jobber. 

1 wonder it this may not be part of an underhanded attempt to 
discredit small industry. It would be easy for this agency to send 
out a couple of hundred or so of procurement outlines, similar to the 
one just described, to many small plants, receiving but a dozen or so 
bids in reply with few or no contract awards being made. ‘Then they 
would report that small business does not respond—many procure- 
ment outlines offered—few bids—fewer awards. 

Gentlemen, do not put it by them. I saw worse than that done 
during the war days. 

How best to help small business secure its share of our Nation’s 
business ? 

You have studied le hg and deeply. You have sincerely endeavored 
to formulate ways and means to help. I do not know what ideas 
you may have in mind, but may I take the liberty of offering a few 
suggestions, founded upon the experiences reviewed within the last 
few minutes. 
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First : Let us consider that the undertaking of prime contracts by 
small business is liable to meet with failure. Let us recognize that 
large business is best fitted for such responsibility. 

Second: As potential contracts are being figured by these large 
manufacturers, is it not possible to have their requirements for sub- 
contract work spread over a larger area and to more potential sub- 
contractors. 

Third: Could not provisions be made for such distribution of 
opportunities at the time of sending out the procurement outlines? 

Fourth: As Government contracts prohibit the use of manufac- 
turers’ representatives (5-percenters), for distribution of such in- 
formation, would it not be well to have another organization similar 
to the former SWPC to do that work? It is probable that the Na- 
tional Production Authority is being organized to undertake such a 
responsibility but there must be a clearly defined authority given to 
assure the necessary cooperation from the planning stage to final 
production. 

Fifth: Failing in that, could not manufacturers’ representatives be 
licensed and regulated by law, with penalties for unethical practices 
(influence peddling), et cetera? 

Sixth: Cannot you use your influence to have more universal pro- 
curement outline forms used with the description of the item desired 
on the first sheet, rather than buried under pages of fine print? 

May I express my appreciation to you for granting me this oppor- 
tunity for presenting my thoughts. Pleases feel free to call upon me 
for such further information as I may possess or to answer such ques- 
tions as you may desire. 

Mr. Muturer. Thank you, Mr. Charlton. 

Speaking for myself, I can see that it is no more wrong for a sub- 
contractor to employ a representative to solicit business from a prime 
contractor and pay him a commission than it would be for him to 
solicit the contract directly from the Government for him. There 
have been some unethical practices, as you have indicated, by some 
people who are so-called influence peddlers, who have been called 5- 
vercenters. I think there is a place in our free-enterprise system 
for the legitimate representative of business. 

Mr. Cuaruron. The war agencies make no allowance for that, 
sir. The penalties are definitely stated on every contract. 

Mr. Mutter. If I recall correctly, during World War II there was 
no restriction against your carrying on and doing this business and 
being paid. The only thing that the employer had to bear in mind 
was that, if he overpaid, and that was usually in the cases of those 
few instances of influence being used, the overpayment could be 
charged back when it came to renegotiating the contract. But that 
was a matter of the contract between the representative of the com- 
pany and the renegotiators. I can see no reason for it being different 
at this time. 

Mr. Cuaruton. It is so stated in the procurement opportunities 
which are sent out, and the manufacturers are afraid to hire anyone 
who is not definitely included on their pay roll. 

Mr. Muvrer. And if a man really wants your services badly enough, 
he puts you on his pay roll and calls you an assistant to the president 
or something else, and you get the contract just the same. 

Mr. Cuaruron. That is right. 
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Mr. Murer. That is the kind of subterfuge I am opposed to. I 
think it ought to be down in black and white. 

Mr. Cuaruron. That is why I wish to bring it before you. 

Mr. Murer. The matter will be considered by the full committee. 

The next witness is Howard D. Williams, president, Smaller Busi- 
ness Association of New England, Inc.; Washington Mills Abrasive 
Co., 20 North Main Street, North Grafton, Mass. 


STATEMENT OF HOWARD D. WILLIAMS, PRESIDENT, SMALLER 
BUSINESS ASSOCIATION OF NEW ENGLAND, INC., BOSTON, MASS., 
TREASURER AND GENERAL MANAGER, WASHINGTON MILLS 
ABRASIVE CO., NORTH GRAFTON, MASS. 


Mr. Witu1aMs. My name is Howard D. Williams. I am treasurer- 
general manager of Ww ashington Mills Abrasive Co., North Grafton, 
Mass., a smaller manuf: icturing company; and am president of the 
Smaller Business Association of New England, in which capacity I re- 
spect fully ask this honorable committee to hear me. 

Smaller Business Association of New England is composed of 
nearly 800 member companies in New England whose qualification for 
membership is that they are owned and operated independently of 
major business companies, and employ approximately 500 or fewer 
workers. It is directed by officers and directors who receive no re- 
muneration of any nature either for their services or expenses, and em- 
ploys a small permanent staff who are respontible to directors. The 
purpose of the association is to aid its members in such ways as are 
practicable, and particularly to cooperate with Members of Congress, 
House and Senate, and Government agencies to the end that problems 
affecting the healthy growth of smaller business are recognized as 
clearly as possible for remedial action. 

In the present emergency many problems are striking not only at 
the possibilities for sound growth of smaller businesses but at their 
very existence in many cases. The complexities involved in attempt- 
ing to insure a fair supply of scare materials to all businesses are very 
evident to us all, the problem of maintaining key personnel in busi- 
nesses while meeting possible draft requirements is a serious one, the 
long-term financing of smaller businesses, the incidence of heavy taxa- 
tion on the first earnings of small concerns struggling to establish 
themselves in the traditional American way are among the problems 
which require the sympathetic consideration of Congress. 

Some of these matters are the direct result of the current emergency 
situation. This association is much gratified at the appointment of 
its past president, Mr. S. Abbot Smith, to the National Advisory 
Council on Defense Policy. This a recognition of our long-pro- 
nounced belief that the problems of smaller businesses, and the im- 
mense productive capacities of smaller business, will only be properly 
recognized by the appointment of recognized smaller business leaders, 
such as Mr. Abbott Smith, to policy-making positions or top advisory 
positions within the administration. We are much concerned how- 
ever, as to the efficacy of other actions taken, we are told, to assure a 
proper place in the business picture to smaller businesses. 

We do not believe that the great capacity to produce and serve 
which smaller businesses have will either be utilized properly or even 
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recognized unless an agency is brought back into being to have for 
its sole purpose the development of the ¢ apacity of smaller businesses. 
We do not believe that the creation of a vast number of small-business 
offices in existing Government agencies, and all apparently in junior 
and rather impotent positions, will have any effect other than to in- 
crease the already staggering cost of government, and add to the com- 
plexities of doing business with W ashington. What is apparently in 
process is merely the creation of another group of offices in existing 
agencies, duplicating each other, powerless to make any decisions or 
take action, yet on which smaller businesses are going to be invited to 
eall. 

In an emergency prompt action must be taken, even if the action 
does not attempt to provide the long-term solution of problems. In 
World War Il an agency was created which most successfully made 
a tremendous addition to the efficiency and productive capacity of the 
Nation. Charged with the duty of aiding smaller bysinesses in find- 
ing the solutions, if only temporary, to their problems, armed with 
power to assure that Government purchases were fairly distributed 
between major and lessor businesses, and fortified with powers to aid 
smaller businesses financially (which were used with marked financial 
benefit to the United States taxpayer, and without breath of scandal) 
the Smaller War Plants Corporation performed an outstandingly 
successful service to the Nation. 

The act now before both Senate and House of Representatives which 
would create a Smaller Defense Plants Corporation, for much the 
same purpose as the Smaller War Plants Corporation, should, in 
our opinion, receive the immediate consideration of Congress, and be 
promptly enacted after such revisions as may seem advisable. The 
danger now confronting smaller business is very great. As in World 
War IT, until the rather tardy formation of Smaller War Plants 
Corporation, they are being pushed aside and ignored, while their 
major competitors are being strengthened. We urge that Congress 
recognize this fact, and take the action needed to create the agency 
which will insure a real use of smaller businesses. Let us not in Gov- 
ernment favor only the use of the “bigs.” Effective as they are, they 
are in general no more effective than the “smalls,” but it is the 
“smalls” who are our buttress against the totalitarian state, and who 
must be utilized. 

Provision of long-term capital for smaller businesses is a serious 
problem. The Smaller Business Association of New England be- 
lieves that this is a matter for private enterprise to direct, that the 
direct loaning of taxpayers’ funds by a Government agency is basically 
unsound, and no matter how well an agency may be operated for a 
while, in time it will as inevitably fall prey to roguery as a domestic 
fowl will be stricken down by a ferret or a mink. We believe that 
the capital-bank plan as proposed i in outline by this association, and 
as originally suggested by the Committee for Economic Development, 
is the long- range answer to this vital necessity. We urge that the 
formation of regional capital banks under a Capital Bank Act be 
taken under immediate consideration. 

I would like to add to the printed remarks here, sir, that this asso- 
ciation does not believe that any action should be taken to limit or 
remove the powers of existing agencies such as RFC until a better 
solution has been found than the RFC. 
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In view of the number of your witnesses, several of whom I recog- 
nize as members of our association, who have detailed problems af- 
fecting material shortages, I will not add to their comments on those 
troubles. 

I would, however, beg your consideration of the need of many 
smaller businesses for draft deferment for a keyman. Such men often 
cannot be replaced in a smaller business in the way that they can in a 
large one, and their loss would in many cases cause abandonment of a 
business by a sound taxpaying employer of workers. This necessity 
requires attention, 

The incidence of taxation on smaller, growing businesses is so 
serious that it should be mentioned here, but having been the subject 
of other representation to Congress by this association will not now 
be enlarged on unless requested. 

Respectfully submitted, sir. 

Mr. Muvrer. Thank you, Mr. Williams. We appreciate the as- 
sistance your association has given us in setting up these meetings 
through the New England States. Let me tell you that this commit- 
tee, the House Small Business Committee, has been insistent that 
every agency of Government that has anything to do with small 
business or might possibly have anything to do with small business 
set up as a small-business office on the policy level and, as a result of 
the work of this commitee, RFC, ECA, and other agencies, defense 
agencies and others, have set up offices of small business to help you 
solve your problems and help you get your materials, help you inter- 
pret regulations, help you get regulations modified or amended where 
it may be necessary, help you get materials and help you get contracts. 

I do not believe we can set up an over-all agency that is going to 
take care of all the work of these various agencies in one, except to 
the extent under this bill you mention, that we may be able to have a 
corporation that can doa job similar to that done during World War 
Il. 

Incidentally, within the next few days, there will be an announce- 
ment from Mr. DiSalle, OPS, that he will also set up an office of small 
business on the policy level as part of his office. 

I notice you refer to a capital bank plan which your organization 
has been sponsoring. How long has your organization been sponsor- 
ing that capital bank plan? 

Mr. Witu1aMs. For approximately 4 years, if my memory is correct. 

Mr. Mutter. Is that similar to the Bimson plan / 

Mr. WiiuiaMs. It is not dissimilar. There are some detailed differ- 
ences. 

Mr. Mutter. Well, permit me to suggest that I think that you might 
be able to do that locally. That might be done within each State or 
within each area by the various banks, National and State banks, in 
each area, participating in setting that up. I do not believe you need 
any legislation to set up that kind of a plan if the private banks, the 
independent banks who wanted such a plan and wanted to set it up 
and get it working went ahead with it. They could do it without 
legislation. It is because they do not do it that Government must step 
in and try to supply the need that is missing. 

Mr. Wiuxtams. The essence of our plan is that it would suggest the 
rediscounting of advances by a regional capital bank, by the Federal 
Reserve bank of that region. Our association very much favors intra- 
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state developments whenever they are possible, but, at the same time, 
it thinks there is a considerable danger if any such development is 
undertaken on too small a scale. The risk of, let us say, ill fortune at 
the commencement is something that needs to be considered in ag- 
gregating pools of capital of this type. 

Additionally, the operation of the capital bank requires first-rate 
personnel. Such men cannot actually be paid unless the operation is 
on a large scale. The scale of the operation has to be big enough to 
warrant payment of the high salaries which are necessary for the 
caliber of men who would have to operate this sort of thing if it 
is going to be successful. 

For that reason, we feel that the regions required for a capital bank 
should, of necessity, be rather large, such as New England, which 
would be a typical region. In times of emergency it would be able to 
reach the amount of capital which would be required, rediscounting 
by the Federal Reserve, which, of course, would be in large measure 
under the control of the Federal Reserve. It is a necessary precaution. 
It would be necessary. That is why we are suggesting national legis- 
lation. 

Mr. Mutrer. As I remarked this morning, the Federal Reserve 
Board, while legislatively under the direction and control of the Con- 
gress, is, to a large extent, under the control and direction of the 
banks. 

Mr. Wix1aMs. Very true, sir. 

Mr. Murer. Has this plan been presented to the Federal Reserve 
Board ¢ 

Mr. WittiaMs. Yes; it has, sir. It has been discussed with them, 
I may say, informally and, at the outset, it received a mayked hostile 
reception, but it is regarded with a degree of approval today. 

Mr. Mouurer. Anything new usually receives that degree of hostility. 

Mr. Wiututams. Yes. Business today requires the development of 
something new, since venture capital is plainly not obtainable. 

May I state that I very chan agree with your remarks as to the 
necessity of having small-business offices within agencies, but I do not 
want to have that obscure our need for the Smaller Defense Plants 
Corporation. 

Mr. Muurer. I believe that small business is entitled to the same 
help, even to the rediscounting of their loan obligation, just as big 
business is, and the way mortgages are discounted. We have a special 
agency doing that, and we think that small business should have the 
same privilege. 

Mr, Wiiuiams. Small business does not need anything that bigger 
business does not have, but it does need everything that big business 
does have. 

Mr. Murer. I agree with you. 

Mr. Ernest Abeles, president, Elfskin Corp., Main Street, Cherry 
Valley, Mass. 7 


STATEMENT OF ERNEST ABELES, PRESIDENT, ELFSKIN CORP., 
CHERRY VALLEY, MASS. 


Mr. Ane.es. We manufacture shoe linings which are based on rub- 
ber. There are 1,010 manufacturers in the United States using rub- 
ber; of these 971 are in the small-business category; and 217 are in 
the New England States. ; 
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Rubber was the first raw material to be strictly regulated and allo- 
cated. The United States Government alone controls, distributes, and 
sets prices of natural and synthetic rubber. 

Everyone using rubber was cut down on the amount that they are 
permitted to consume and further regulated as to how much natural 
and/or synthetic can go into a product. 

The regulations are oie but the administration is very poor. 

The Reconstruction Finance Corporation has complete control of 
production and distribution of synthetic rubber. They are so far 
behind in both production and in processing allocated orders that they 
do not deliver synthetic rubber in time to permit blending of natural 
with the synthetic as prescribed and obtain best all-around results. 

The smaller manufacturer is severely handicapped because he does 
not receive his cut-down allocation of synthetic rubber until late in 
the month in which he must use it. In consequence he has to curtail 
or shut down some of his operations several days each month. 

For example, we make certain items such as sueded shoe linings in 
which natural rubber is prohibited. We can use synthetic, but usually 
we don’t get delivery until the third week of the month in which it 
must be used—so that these items cannot be made regularly and cause 
shut-downs in that department. 

I have written 14 letters and telegrams to the various gentlemen in 
Department of Commerce and Reconstruction Finance Corporation. 
I have yet to receive a single reply. Because of this irregularity, I 
was compelled to go to Washington four times to avoid even more fre- 
quent shut- downs. 

It is my understanding that the large rubber companies who main- 
tain personable e xpediters in Was shington receive their total monthly 
allocations in one consignment. I feel that if these concerns received 
their synthetic rubber in smaller lots through the month, the smaller 
manufacturer would get his allotment earlier in the month and could 
get by very nicely, as he could plan his production accordingly. 

Mr. Mutrer. You know, dont you, Mr. Abeles, that RFC no longer 
has anything to do with the rubber situation. All those duties have 
been transferred to NPA of the Commerce Department. In other 
words, Mr. O'Donnell says that they have nothing to do with the dis- 
tribution of the rubber. That is-ail now within NPA of Commerce. 
Is that right ¢ 

Mr. Bartuerr. Yes, sir. 

Mr. Murer. Mr. Bartlett, will you find out why the Elkskin Corp. 
has sent 14 letters and telegrams and gotten no reply / 

Mr. Barruerr. If Mr. Abeles will give us copies of these letters or 
the dates, something that I can tie to, I certainly will. I am sure our 
district representative, Mr. Grebenstein, will follow through for you. 
If you will get together with us, we will be glad to get you some action 
on it. 

Mr. O’Donne tt. If those letters and telegrams were addressed to 
the RFC and you had no reply, I would like to have the information 
and we will run it down. 

I want to emphasize, while the RFC is responsible for promoting 
the greatest possible amount of rubber, the allocation and distribu 
tion thereof is entirely within the hands of the Department of Com- 
merce. Ours is one of production as distinguished from allocation. 
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Mr. Aseces. I am not speaking of the production or the allocation. 
It has been made by the Department of Commerce. But I am talking 
about the physical transfer of the rubber as directed by the RFC—at 
least the papers say so. 

Mr. O’Donnewu. I would like to have your complaint, and I will 
be very happy to make a report to this committee on it, Congressman, 
when I run down the facts. 

Mr. Murer. We would like to have a report from Commerce, too, 
as to why there is a difference in the manner of distribution of rubber 
to the large companies as against the small companies. 

Thank you, sir. 

Mr. Aneies. ‘Thank you. 

Mr. Murer. Mr. Cleaver. 

You are Mr. John P. Cleaver, manager, Management Consulting 
Services, Worcester Chamber of Commerce, 32 Franklin Street, Wor- 
cester, Mass. ¢ 


STATEMENT OF JOHN P. CLEAVER, MANAGER, MANAGEMENT CON- 
SULTING SERVICES, WORCESTER CHAMBER OF COMMERCE, 
WORCESTER, MASS. 


Mr. Cieaver. Yes. 

We are honored that you have come to Worcester. The businessmen 
of Worcester as a result of a study by the Committee for Economic 
Development established an industrial management staff in the Wor- 
cester Chamber of Commerce on January 1, 1946. This staff con- 
sists of experienced consultants in the fields of management, sales, 
production, plant facilities, and transportation who are in the sixth 
year of serving Worcester’s 550 small industries. Since the program 
is financially supported for the most part by the bigger industries, 
stores, utilities, and service groups, this is convincing evidence that 
big’ business is not bad. It demonstrates clearly that the Worcester 
community recognizes the growth potential and economic importance 
of her small industries. 

Worcester has 650 industries with 631 less than 500 employees. Em- 
ployment in small industries under 500 employees is 28,819 or 51.7 per- 
cent of the total employment of 55,826. One hundred and sixty-six 
new small industries have given Worcester’s economy added stability 
since World War II. 

Now, may I speak as secretary of the small plants advisory council, 
an affiliate of our chamber of commerce. I would like to present state- 
ments from 10 of our small companies. These men regret their inabil- 
ity to speak before you, but unfortunately they are almost indispensa- 
ble and must keep their shops running today. May I serve as their 
spokesman ¢ 

We have reduced the problem to a problem-and-recommendation 
basis. The first problem is one of material shortages, submitted by 
Mr. Richard B. Hutchins, Whitaker Reed Co., 90 May Street, Wor- 


cester, Mass. His statement reads as follows: 
PROBLEM 
The Whitaker Reed Co. manufactures reeds and a very small amount of mill 


wire goods. Reeds are essential to the operation of any loom, and they are not 
stock items for us as they are required by the mills in a tremendous variety of 
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combinations of height, length, and spacing. Thus, approximately 60 different 
sizes and grades of round wire for use in the manufacture of reeds must be 
stocked, and this round wire must then be rolled to the size required for a 
particular reed. 

The amount of wire used on an order will vary from a very few pounds to 
about a ton, and even with our accurate records of wire usage it is not possible 
to predict how much of a given size of wire will be used over a given period 
of time. The nature of the requirements of a mill is such that delay cannot be 
tolerated. That is, we cannot order wire for each order as it is received. We 
must have it in stock. 

In normal times we encounter difficulty in procuring wire due to the compara- 
tively small size of our orders, which run from about 500 pounds of a given size 
minimum to 2 tons maximum with an average of about 1,000 pounds. Most wire 
suppliers want to talk only in terms of carload lots. 

Present controls do not give sufficient priority to permit us to keep an adequate 
stock of each size on hand. A reed is clearly an MRO item for a mill. Most 
orders carry DO-97 and some have a higher priority, but, as stated above, we 
cannot accept the delay or the bookkeeping involved in ordering wire after each 
order for reeds has been received nor would any wire supplier accept the flood 
of very small orders that would result. 


RECOM MENDATION 
We recommend that a blanket priority be assigned this type of business in 
order to permit procurement of reed wire within a reasonable or at least a pre- 
dictable, length of time. At present we have unfilled wire orders that were 
entered in October 1950, and we have no promise of a delivery date. 
The next statement is also in regard to materials supply and it is 
from John A. Jewell, A. E. Jewell & Co., 154 Front Street. 
He cites NPA Order M-53. 


TiTLe 32A—NATIONAL DEFENSE APPENDIX 
CHAPTER VI-—-NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
(NPA order M-—53) 


“That 80 percent of all duck and twill produced in the United States is allo- 
cated to defense orders.” 

It is my opinion and the opinion of every person with whom I have talked in 
the cotton-goods industry that this order is entirely unreasonable and unneces- 
sary in that this huge quantity cannot possibly be required for essential Govern- 
ment orders and is crippling private industry. 

The next statement is from Bruce E. Warner, vice president, New 
England Plating Co., 149 Washington Street, Worcester, Mass. It is 
on material shortage. 

PROBLEM 

Shortage of copper affects our ability to make racks upon which to hold work 
to be plated. This is due to United States ceiling price which is causing foreign 
suppliers to divert sales to other countries who can bid higher. The United 
States of America is not a competitive bidder for copper and we are suffering 
from shortages of copper. 

Mr. Muvrer. Can you state whether on not his problem would be 
solved by taking off the import duty on copper ¢ 

Mr. Creaver. I could not answer that. I do not know. His recom- 
mendation is: 

United States of America should import copper at market price for our 
national stockpile to keep adequate supply in country. Then adjustments on 
prices could be determined 

The next statement is from James E. T. Gummere, manager, aniline 
department, Commonwealth Press, 44 Portland Street, Worcester 8, 
Mass. It is also on material shortages. 

86267—51—pt. 2——35 
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PROBLEM 


The inability to get paper for Government work in spite of DO-12 orders 
due to the fact that we have no allocation set-up with any kraft mills. All 
kraft manufacturers tell us they are so overloaded with even DO-12 orders now 
that they won't consider us. 


RECOM MEN DATION 


NPA assist kraft manufacturers in expanding output immediately in order 
to supply consumers like us. 

Mr. Mutrer. Have they asked NPA to help them get materials in 
accordance with the DO's? 

Mr. Cieaver. I do not know. I cannot answer that. 

Mr. Murer. NPA is set up to help them in that respect. I wish 
you would pass that information along to them. 

Mr. Creaver. I will. 

The next statement is from Wendell Phillips, former partner, 
Phillips Tool Service, 62 Millbrook Street, Worcester, Mass. This 
relates to the curb of incentives of small-business men. 


PROBLEM 


After 5 years of building and operating a small business, we sold out Febru- 
ary 17, 1951. We felt that for the hours we worked and the responsibility and 
the business risks which we took our compensation was very sinall. We are 


now of the opinion that working for the other man from 8 to 5 at current pay 


scales with increasing fringe benefits and security provides better compensation 
per hour worked, all things considered, than running our own business. Many 
operators of other small Worcester shops concur with this opinion. 


RECOM MEN DATION 

Alleviate taxes on individual partners to allow net income in proportion to 
enterprise, skill, and energy devoted by younger business managers to encourage 
them to start and stay in business of their own. 

Mr. Murer. Do you think the membership of your organization 
would go along with him in suggesting that the man who works as an 
employee and earns $5,000 should have a different tax rate than the 
man who is in business for himself netting $5,000 a year ? 

Mr. Cuieaver. Well, I think that, as far as this particular case is 
concerned, there was an accumulation of circumstances. This tax 
situation will come up in a couple of more statements that I will give 
you. I do not think that they feel that it is a tax gift. I think they 
feel if the money were allowed to be reinvested in the business, then 
they should have a reduction in taxes. 

I have two other similar statements. 

Mr. Mutter. The suggestion he is making is that he receive a tax 
advantage that will not be given to a man who is an employee earnin 
the same amount of money. I do not think we could go along with 
that. Could we? 

Mr. Creaver. I coudn’t speak for everyone on that. I am merely 
reflecting the opinions of these individuals and trying to perform a 
service for you and for them at the same time. 

Mr. Mutter. I understand, sir. We appreciate it. 

Mr. Cieaver. The next statement is from Mr. James F. Kennedy, 
Jr., superintendent, Standard Yarn Co., 7 Asylum Street, Worcester, 
Mass. He has three particular areas in which he is interested. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 1747 


PRICE CONTROLS 


Price ceilings on woolen cloth should be set in such a manner that mills could 
automatically offset the increases arising from higher costs of imported wools 
upon which there are no price ceilings. A very great percentage of wools used 
in the manufacture of wool clothing is imported. 

Mr. Mutter. I think we will get his answer in part within the next 
day or two. If he doesn’t, will you have him communicate directly 
with us and have his comments on the new regulation that is forth- 
coming ¢ 

Mr. Cueaver. Yes, sir. 

Mr. Peazsopy. Mr. DiSalle was in Boston very recently and he com- 
mented on that problem of importers whose prices are going up se- 
riously, and it is difficult for this country to control. I understand 
that serious efforts are being made to enter into some agreements 
with foreign nations to control some of these items which are im- 
portant to the economy to all of us. 

Mr. Creaver. Mr. Kennedy’s next problem is taxation: 

Tax laws should be modified to benefit the small manufacturer and make it 
possible for him to modernize or expand without calling for outside financial 
assistance. Very many small companies, especially in the textile field, have pe- 
riods of very good business followed by very, very slack periods. The tax bur- 
den is so great in the good business years that the company is in poor position to 
stand the slack periods of any length. 

The next problem of Mr. Kennedy’s is unrealistic depreciation : 

The inflation that has taken place in this country’s economy in the last 15 
years has created a very big problem for the small company when it attempts 
to modernize or expand. Depreciation reserves are wholly inadequate for re- 
placing worn-out machinery and as a result necessary replacements must be 
put off or money borrowed from outside the business, if improved equipment is 
put in. Very often it is impossible to put in a series of new machines that work 
together as the installation of the major machine has created so great a drain 
on the resources that there is no means of financing the other machines. Shorter 
term write-offs should be permitted for the small businesses so that they won't 
be forced to struggle along with inefficient equipment and, when business returns 
to normal, be driven out by their inability to compete. 

Mr. Muvrer. He certainly should have the same advantage that is 
given to big business. 

Mr. Cieaver. Yes. 

The next statement is by Arthur W. Knight, president, William 
Allen Sons Co., 65 Green Street. This is in connection with taxation 
and in connection with cost of Government. 

The statement on taxation reads: 


PROBLEM 


The total tax bill for small business is curbing growth of the company and 
in some cases preventing survival. 


RECOM MENDATION 

Initiate a national sales tax and hit everyone at all levels on an equal per- 
centage basis. 

Mr. Motrer. That would hit hardest the man who spends most, and 
the man who spends most percentagewise is the wage-earner. He in- 
variably is called upon to spend his entire income, and to spend his 
income as fast as he earns it, if not faster. So we have that fellow 
paying the biggest tax bill. 
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Mr. Criraver. That is the perspective of a small-business man. 
Now, the statement on cost of Government. That is another thing 
he is concerned with. 
PROBLEM 
The cost of waste and inefficiency in Government is being paid for to an extent 
by the small-business man. As the Government grows in size and cost the 
burden therefore falls upon the small-business man. 


RECOM MENDATION 


Effect the recommendations of the Hoover report and curb Government waste, 
inefficiency, and overlapping. 

Mr. Murer. Let me say with reference to that, that general state- 
ments are never of any help to any Member of either House of Con- 
gress. Along those lines, i think those of you who know are aware 
that much of the Hoover report has been put into effect, either by 
reorganization plans initiated by the President or by legislation which 
has passed the House. There is no cure-all of simply discharging 
Government employees or cutting down on Government departments. 

The bigger our Government gets, the more we need to run the 
Government and the more money we need to do that, the more services 
the Government supplies to the people. And they will only supply 
them as long as the people want those services. It is going to cost us 
money to get those services. If we decide we are going to get along 
without some of those services, we can then cut back on a great deal 
of what is being spent. 

I do not mean to give blanket approval to all that is done in all 
Government agencies, but I think, by and large, they are operating 
efficiently and with a minimum of manpower. In setting up most of 
the emergency agencies, before taking on new help, men were trans- 
ferred from one department to another in the Government so as to 
keep the cost down as low as possible. 

Mr. Ciraver. The next statement is from Mr. John Beck, president, 
IF. I. Blake Co., 30 Shrewsbury Street, Worcester, Mass. This again 


has to do with the problem of unfair depreciation. 
PROBLEM 


Small business, in my opinion, has under 50 employees and not more than 
$250,000 gross sales. By this definition, we qualify as a small business. Our 
competitors are from 20 to 50 times larger than us. Our small business exists by 
the straight law of competition. We must continually keep our equipment up to 
date and develop new methods to keep costs down and stay in business. This 
involves a steady requirement for risk capital which is not readily available. 

RECOM MENDATION 

I suggest that small business be given preferential treatment on depreciation 
for tax deductions. By doubling depreciation rates which are now recognized 
and accepted in schedule F of the Internal Revenue Code, small business could 
reinvest more money in the business and increase its chances of survival. Other- 
wise, we are headed toward a concentration of power in big business, labor and 
Government which can lead to socialism as in Britain 

The next statement is by Mark K. Forman, president, Charles T. 
(rates Co., 89 Exchange Street. Worcester, Mass. This statement is in 
connection with availability of financial assistance and taxation. 
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PROBLEM 


Plant modernization and replacement of equipment has become considerably 
more expensive with the rising costs of capital equipment. The manager of a 
small plant today cannot reduce manufacturing cost by purchasing sufficient 
machines and equipment due to the lack of working capital after all bills are 
paid. 

RECOMMENDATIONS 


Exclude from all income taxes the first 25 percent of net profit if this sum is 
reinvested in capital goods for modernization or expansion of the business. At 
the same time allow no tax deduction for depreciation of the equipment for 5 
years. 

The next statement is by Bradley C. Higgins, vice president, Living- 
stone Engineering, 100 Grove Street. This statement is with refer- 
ence to materials supply. 

PROBLEM 


We manufacture a portable electric steam jet cleaner which is used for steam 
cleaning all kinds of job equipment such as boilers, stamping presses, drilling 
machines, lathes, shapers, and other equipment which is being used on defense 
orders. The cleaner is not considered worthy of a DO rating although our 
customers claim that the cleaning operation reveals cracks and imperfections 
which lead to immediate repair and hence prevent breakdown of the equipment 
and consequent lost man-hours. 

DO 97 calls for maximum cost of $750 while our speedy electric steam jet 
cleaner is priced at $1,385 f. o. b. Worcester. Without DO designations from our 
customers and approved by NPA we do not have priorities for purchasing basic 
materials and component parts. 


RECOM MENDATION 


We recommend that electric steam jet cleaners be considered essential to the 
maintenance of equipment for the defense effort because of the exposure of de- 
fects in equipment which results from cleaning. We also recommend that the 
maximum cost of equipment be increased above $750. 


The next statement is that of Mr. Van R. French, president, French 
Manufacturing Co., 142 Green Street, Worcester, Mass. This state- 
ment covers wage controls. 

PROBLEM 


Since the freeze on wages, we have found it desirable to give merit or length 
of service increases along the same line we have done in the past, although we 
have no formal rate structure as such. We are also considering the advisability 
of changing our wage payment plan, namely from day rate to incentive payment. 
To the best of our knowledge, there is no agency or office that we can contact 
which has the authority to grant approval for any change in the wage payment 
plan or formalization of the rate structure. 


RECOMMENDATIONS 


I would like to suggest that when the Government issues regulations, it also 
issue the authority to make the necessary decisions so that business can operate 
underneath such regulations. It seems to me that the Government has had 
enough experience in controlling business policy in the past 10 years that they 
would realize that you cannot stop something cold without making some pro- 
vision for correcting inequities. 

Mr. Mutter. There is an agency, but, unfortunately, it has not 
been functioning. I hope it will start functioning very shortly. It. 
is the Wage Stabilization Board. 

Mr. Preasopvy. Until the Wage Stabilization Board begins to func- 
tion in this region, the Wage and Hour Division of the Department 
of Labor is servicing these problems of the local manufacturers. If 











1750 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


you will get in touch with Mr. Gleason, 18 Oliver Street, Boston, in 
the Wage and Hour Division of the Department of Labor, he will 
help you on this matter. 

Mr. Cieaver. We understand that Mr. Gleason’s office can say it 
is approvable, but, that is as far as he can go; is that right? 

Mr. Peasopy. I do not know. 

Mr. Creaver. That is Mr. French’s statement. If he is Fong to 
put in a new incentive structure, it is a complicated thing. You have 
to sell the employees on its acceptance and give them bonuses as 
agreed. If they make above the required rate, he is concerned if he 
gets in the middle of that and it is not approved, he will get into 
trouble. 

There is one more statement. 

Next is the statement of James S. Tronic, Hy-Gee Manufacturing 
Co., 30 Shrewsbury Street. 


FINANCIAL ASSISTANCE 


PROBLEM 


In 1948, we made application for an RFC loan. At that time, we were pulling 
out of a bad period and needed working capital. We showed the RFC inspector 
or examiner a desk drawer full of orders. Showed him about 25 people working 
here and explained that the moneys shown on our financial statement as debts 
accumulated in previous years not from a lack of business, but from lack of 
materials that prevented us from working a full year. The inspector, or exam- 
iner, told us that we were very nice people, had a very nice business, et cetera, 
but we did not have enough security to warrant a loan. He also stated that 
the fact we owed back debts was against us also. The final outcome, as pre- 
dicted by various people, was no loan. Shortly after this time, we read about a 
firm in Rhode Island that was granted about a million dollars, primarily to pay 
off debts and to reorganize their business. When we read through the brochure 
given to us upon application for this loan we thought we were a fine example 
of what RFC was for. However, it is our honest opinion that very few, if any, 
small businesses ever secured an RFC loan without outside help, if they re- 
ceived any at all. 

RECOM MENDATIONS 


At this time, we feel that the RFC should be either dropped altogether, or 
reorganized so that its original purpose of aiding small business is carried out. 

I will say on that point that we do have companies that favor RFC’s 
program as a good medium for loans for working capital. There are 
just a few points I would like to summarize and throw into the record. 

Mr. Mcurer. May we ask Mr. O'Donnell to comment on the last 
one? 

Mr. O’Donnett. I would like to make a few observations. There 
are several things in there that deserve comment. He gives the indica- 
tion that there was just a casual look-over and a ready turn-down of 
his loan application. 

Mr. Chairman, for the record, I would like to put in a short report 
of the procedure of RFC in handling small-business loans. 

The application is filed with the Boston office. It is reviewed very 
‘arefully there by extremely competent people. If the recommenda- 
tion in that case is unfavorable, it must be sent to the Washington 
office. The Directors have refused to give the managers of our loan 
agencies the right to decline a small-business loan. That right they 
have reserved unto themselves, recognizing the vital importance of 
small business in our economy. Therefore, this case was very carefully 
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reviewed by our Boston office. It went to Washington. In 1948 the 
RFC established the Small Business Division, of which I am man- 
ager, and have been either assistant manager or manager over that 
entire period. Subsequently it was changed to Office of Small Busi- 
ness. 

Our — responsibility is that of advocate for the small-busi- 
ness man seeking financial assistance from the RFC. It is the one 
case, and the exceptional case, in the RFC where I, as manager of the 
office( appear before the Board of Directors at the time this loan ap- 
plication is being considered and argue emphatically and, in many 
instances, vehemently, for its favorable consideration. Of course, 
the responsibility in the last analysis rests with the Directors. 

Mr. Mourrer. Now with the Administrator. 

Mr. O’Donnewt. It will be. The Board is still operating. The 
Administrator, in all likelihood, will take over next week. 

Small-business loan applications receive the greatest possible care 
and careful review, because it is our responsibility to make every such 
loan it is possible to make within congressional limitations under 
which we have to operate. 

Mr. Tronic also makes the point that it is quite obvious that a 
small-business man his to have outside help to get an RFC loan. I 
take very emphatic exception with that. In this room and in the 
city of Worcester many of your small-business men have received RFC 
loans and they did not need anything but the simple matter of filing 
an application and cooperating with our office. That is entirely 
disproved. 

This application was filed in 1948. If Mr. Tronic’s position has 
improved to a point where he would like to reapply, we would be 
happy to review his case and see whether today we can get it within 
the limitations he has to operate. 

Mr. Mutter. Thank you. 

You may continue. 

Mr. Creaver. There is a continuing demand for sources of risk 
capital to be used for working capital in small business. The concept 
of the RFC is generally considered acceptable but its fault lies in its 
operating staff. 

We have expressions that small business has received consideration 
and is going to receive consideration. In our office we have learned 
that possibly $450,000 that is available by individuals who are seeking 
businesses in which to put a financial or managerial or operating 
interest. We should not forget that that was the way most of our 
businesses have grown and how they have gotten their start. The 
problem there is a very difficult one—to get the thing together, the 
needy company and the individual to see eye to eye on a financial 
problem. 

There is evidence, particularly in metalworking, where competition 
in bidding is exceedingly strong, with the result that some bids are 
won because of an error in estimating. That is, of course, the judg- 
ment of managers in small plants who feel, in many cases, that the 
bids are below their actual cost, and hence it must have been an error. 
With a trend toward negotiated bids and the assurance from agencies 
such as the Boston ordnance district, it appears that small business 
will get a better percentage of Government orders. And for the 
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record, Boston Ordnance is very anxious and is working with us 
on listing facilities in the Worcester area and has asked us to recom- 
mend plants that we feel can do a good job for them and have open 
capacity. 

Many companies are being squeezed by price ceilings—we have 
gone into that quite thoroughly—because their basic materials involve 
imports. Other companies are now distressed that they lacked cour- 
age to bump their prices in the fall. But they are regulated to a 
certain extent by the possible refusal of their big customers to accept 
their price increases. 

There is evidence that wage controls have resulted in loss of skilled 
employees. Since they are restricted to 10 percent or maybe now a 
15 percent increase above 1950 level, they have moved to companies 
which start them at a much higher rate. Many companies feel that 
taxation is necessary but they are convinced that the current tax 
load on small business is too great. They agree for the most part 
that a percentage of net profits should be allowed for reinvestment 
in the business. 

There is a demand for a modified certificate of necessity to allow 
small business to purchase special equipment. Small business does 
not dare gamble on capital equipment unless it is assured a faster 
write-off. Worcester metalworking companies have been somewhat 
affected by the withdrawal of basing point prices. The effect is not 
nearly as great as it would be in a normal economy. 

I might add that if we had an economy of the 1949 type in Worcester, 
you would hear more about the basing-point problem than you do at 
the moment. Steel is short anyhow. 

When the customer again becomes cost conscious, the question of 
who pays the freight will have serious implications for the local man- 
ufacturers. Nevertheless, sources of supply have been reduced and 
increased incoming steel costs and freight costs to return scrap to the 
mills will be and are affecting small business. 

Of the 210 companies we checked regarding material shortages, 70.1 
percent of them reported shortages. Of these 147 companies reporting 
shortages, 68.7 percent of them were affected by metal shortages, 
particularly steel. Many manufacturers are now hoping for a return 
to controlled materials plan. Employment in these plants with ma- 
terial shortages is endangered in about 7 out of 12 plants. 

Most companies concluded that the cost of processing paper work 
required by the Government is excessive and request relief along these 
lines. 

The management consulting services of the industrial bureau of the 
Worcester Chamber of Commerce is now concentrating on industrial 
mobilization for national defense. The unique consulting program 
which is staffed by a manager and consultants in the fields of sales, 
production, plant facilities, and transportation has been in operation 
since January 1, 1946. Sponsored originally by the Worcester Com- 
mittee for Economic Development, the program was conceived as a 
natural approach to the industrial development of Worcester. With 
more than 500 small manufacturing plants in the area, committee 
members cited management assistance as the most needed element in 
these companies. 

With a net gain of 166 new companies during the 5-year postwar 
period the services have been accepted as a permanent structure of the 
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Worcester Chamber of Commerce. Since the development of the 
Korean War in June 1950, requests for services by the consultants 
have been on the increase. 

Since June, the consulting staff has quietly alined its services to 
supply the needs of Worcester manufacturers which have obviously 
changed greatly. One organization change in particular has been the 
result of a change in the national economy with the advent of indus- 
trial mobilization. A plant facilities consultant has replaced a for- 
eign trade consultant. The duties of the latter are now incorporated 
in those of the sales consultant. Worcester’s employment has jumped 
sharply from 48,810 to 57,330 employees. The labor market has 
tightened. Materials are no longer plentiful. Controls of wages and 
prices as well as materials have been introduced, to the consternation 
of the sinall-plant managers particularly. Moreover, the small-plant 
manager as well as the sales manager of the larger plant must cope 
with a completely new set of sales factors. Conversion of plants from 
normal consumer channels to meet the demands of the Government 
purchasing agencies is not easy. 

Although the consultants are specialized in their fields, all of them 
inquire regarding the problems of conversion in each plant call that 
they make. The staff is now aver: aging approximately 10 plant calls 
and is performing an average of 24 services daily to Worcester manu- 
facturers. The chamber organization adopted a policy after an 
exploratory trip to Washington in August to “stay out of Washing- 
ton.” Furthermore, the policy of the staff is to concentrate on con- 
tacting local procurement offices and companies who have already 
received prime contracts in the hope of receiving information regard- 
ing subcontracts which may be of help in assisting the conversion of 
Worcester’s smaller plants. These small plants now employ approxi- 
mately 27,000 industrial workers and thereby represent half Worces- 
ter’s employment. 

Both Government purchasing agencies and prime contractors have 
been amazed that the consulting staff is taking their subcontracting 
problems and screening all Worcester companies to find prospects for 
their work. Not only does the staff have knowledge of the machine 
and plant facilities of each Worcester company but also knows the 
company personally and is in a position to discuss more intangible 
aspects of its management. Purchasing officers contacted have also 
been surprised that ‘this service is provided without fee and that the 
consultants are actually putting this service at the company’s disposal 
at no charge. In effect, the manager and consultants are on the sales 
staff of all Worcester companies insofar as obtaining Government pro- 
curement is concerned. 

Here’s how the staff helps Worcester manufacturers win defense 
orders: 

1. Contact Government agencies and prime contractors suggesting 
that some of the work surely can be done in an industrial city w ith 
the diversification of Worcester’s 650 companies. 

2. Procure blueprints and specifications to make the part or have 
the company deal directly. 

3. Supply to the purchasing officer a list of organizations, plant 
facilities, capacity, and location. 
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4. Help prepare estimated costs and availability of material for 
the company. 

5. Assist in routing bids to prime or Government contractors. 

6. Assist the ——— in tooling up the shop and manufacturing 
7 product to specifications. 

Obtain shipping specifications and aid company in packing and 
shipging. 

A directory of Worcester manufacturers indicating size and type 
of industry has been revised and is submitted to various companies 
to show industrial strength. 

Mr. Mutter. Thank you. 

Mr. Datmas. Mr. Cleaver, you spoke of low bids by some of the 
larger companies and the smaller businessmen who thought a mis- 
take had been made. We have some evidence before the committee 
during the last few weeks—and the chairman will bear me out—that 
some of these orders being taken at these low prices are in the-nature 
of backlog orders and the mistakes, if any, have been deliberate. 

Mr. Muurer. Some of the large companies that can afford to take 
the loss either to destroy competition or to keep their plants running 
have put in bids at very, very low prices, near cost or under cost, in 
order to get the contracts. Of course, the Government is obligated by 
law to give it to the lowest qualified bidder. 

Mr. CieAver. That is right. 

Mr. Mvuurer. Mr. Cleaver, thank you very much. We are indebted 
to you and your chamber of commerce for your cooperation. 

Mr. Dwight Page. Will Mr. Page come forward ? 

While Mr. Page is coming to the desk, we will place in the record at 
this time a letter from Mr. L. D. Hawkridge, president, Hawkridge 
Bros. Co., 303 Congress Street, Boston, Mass., in lieu of his testimony. 

We also have a statement from Mr. Roy A. Wells, Hill Bronze 
Alloys Co., Tainter and Gardner Streets, Worcester 3, Mass., and we 
will insert these into the record. ‘ 

(The statement submitted by Hawkridge Bros. Co., 303 Con 
Street, Boston, Mass., and the statement submitted by the Hill Bronze 
Alloys Co., Tainter and Gardner Streets, Worcester, Mass., are as 
follows:) 

Hawkrince Bros, Co., 
Boston, Mass., April 20, 1951. 
Mr. Victor P. DALMAS, 
Executive Director, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. DAtMAs: In response to your invitation of March 28, I am pleased 
to place before the Select Committee on Small Business the following information. 

We operate steel warehouses located in the Boston area, and serving mostly 
manufacturers in New England. The grades of steel that we carry are used pri- 
marily by machine tool builders. This industry, while absolutely essential to the 
vast giants who produce our tanks, guns, naval ships, and airplanes, is made 
up, itself, of many companies, which would be fairly described as small businesses. 
The total tonnage of steel that they require is small and spread over many items, 
so that only a very few of the items they need are of such a quantity that a steel 
mill would accept them. To illustrate: We recently received an order from one 
such manufacturer containing 88 items totaling 330,800 pounds of which only 
7 items, totaling 70,000 pounds were large enough to be entered with a mill, pro- 
vided that a mill could be found able to give the required delivery (which was 
impossible). While this may be an extreme case, the statement cannot be chal- 
lenged that unless the builders of machine tools can pull their steel require- 
ments from warehouse stocks, they cannot maintain production. 
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What, then, prevents them from doing so? 

The answer lies in the mechanics by which the quota for steel warehouses was 
established, together with the feast-or-famine nature of the machine-tool busi- 
ness. The quota for any warehouse was based on its intake from mill during the 
first 9 months of 1950. At present, it is 85 percent of this figure, and DO orders 
must be filled from that percentage. Now, this basis may in many cases be per- 
fectly fair, but not for the machine tool industry or for steel warehouses making 
a specialty of serving it. During that base period, the majority of this group was 
in a slump. They began to recover toward the end, but there was very little 
reflection of the recovery in actual shipments from steel mills to warehouses 
within the base period. 

The contrast in production and in steel requirements of a machine tool manu- 
facturer in feast-and-famine times is almost unbelievable. To illustrate this, I 
quote from confidential information supplied by one important manufacturer. In 
1942, a peak year, he turned out 861 machines. In the first 6 months of 1950 he 
shipped 57 and in the third quarter 36. Thus, in the 9 months on which the quota 
is based, only 98 machines were shipped less than one-sixth of peak capacity. 

As a result of the insufficient supply, and the heavy demand from our regular 
machine tool customers, our stocks are practically nil. In one grade of machinery 
steel, in sizes from 2% inches round to 614 inches round, we had only 1,000 pounds 
as of last week. In another grade, same size range, 15 tons. In still a third, 51 
tons. A reasonable stock, covering these grades and sizes, would be 1,000 tons. 

This is the problem. I believe it is essentially one of small business, and that 
your committee would be doing a great service to the war effort, if you could solve 
it. My own recommendation is that manufacturers of essential machine tools be 
given a preferred status, and that steel warehouses receiving their orders be 
permitted to use their priority to secure stock from their mill suppliers. At pres- 
ent DO orders cannot be passed on by warehouses, except for alloy steels, and 
no adequate stock can be maintained. This is a very special problem, and it 
should be solved by special means. The emasculated form of CMP recently an- 
nounced for July inauguration will not, in my opinion, be any great help in this 
case, Steel must somehow be put into steel warehouses for machine tool builders 
to draw upon to the full limit of their needs. 

This statement should not be construed as criticism of those devoted men in 
NPA, who are working under tremendous pressure to bring about orderly supply 
conditions. They have, however, so many facts to consider that unless each one 
of us having special problems takes every rightful means to bring them into 
consideration, he is not doing his share toward the best possible solution. 

Thank you very much for the opportunity of making this statement. 

Yours very truly, 
HAWKRIDGE Bros. Co., 
L. D. HAWKRIDGE. 





Memorandum of Roy A. Wells, Controlled Materials Director, for Hill Bronze 
Alloys Co., Worcester, Mass. 


1, TIN 


M-8 limits our use of pig tin to 90 percent of amount used in base period to 
fill both rated and nonrated orders—in our case this is 345 pounds per month. 

This foundry has for years specialized in high grade castings made of virgin 
metals from our own formulae for the machine tool industry. (See booklet en- 
closed.) Commercial alloy ingots do not always meet the requirements, as for 
certain purposes castings made from them are likely to fail and cause serious 
damage to the end product. 

At our present rate of production we need at least 635 pounds pig tin per month 
if we are to continue to make these high-grade castings, and if our output is 
stepped up to the rate in World War Il—which we expect—we would require 
more than double that amount. 

We do, of course, use commercial alloy ingots for all jobs not requiring the 
finer grade of castings. ' 





2. INVENTORIES 


It is not practical for us to adhere to a 45 day inventory. This is a jobbing 
foundry, with orders on a day-to-day basis, and a strict adherence to a 45-day 
inventory on an over-all basis often means a shortage of material to fill rush 
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erders for some specified alloy. On a recent occasion, a strike cased a delay in 
deliveries and we were on the point of shutting down due to lack of metal. 

From a financial standpoint, it is obviously not to our interest to tie up more 
capital in inventory than we have to, but some leeway is necessary if we are to 
operate efficiently. 


3. FORM NPAF 11 (LATEST EDITION) 


Table 5, page 2. This table calls for receipts and consumption of metal to fill 
nonrated orders only. Since the same metal is used to fill both rated and non- 
rated orders, we know of no way to segregate it. We do, of course, keep an 
accurate record of both classes of castings as made and shipped. 

Finally, it seems to us that there is some difficulty in reconciling M-12, the 
copper order, with M-8, the tin order. 

M-12 permits unlimited production of copper base alloy castings to fill rated 
orders, while M-S strictly limits the use of tin for that purpose. Nearly ball 
copper base alloys require tin. A strict adherence to the tin order means that 
we have to stop production of certain castings which we believe to be vital to 
machine tool makers such as the Norton Co. and the Heald Machine Co. and 
other makers of essential products such as Coppus Engineering Corp. 

We are in entire accord with the Government efforts to conserve strategic 
materials, and hope that we will be permitted to turn out the high quality castings 
on which our customers depend. 


Mr. Murer. Mr. Page, you may proceed. 


STATEMENT OF DWIGHT C. PAGE, EXECUTIVE VICE PRESIDENT, 
LEON J. BARRETT CO., WORCESTER, MASS. 


Mr. Pace. I am Dwight C. Page, executive vice president of Leon 
J. Barrett Co., Grafton Road, Worcester, Mass. We are manufac- 
turers of centrifugal machinery. 

Fundamentally our problems might be summed up as a combina- 
tion of too many, too complex, and too lonsuatiioa’ regulations of 
one nature or another, for the efficient operation and control of a plant 
and product of our size and type. 

In detail they involve: Manpower and staff limitations; material 
limitation order base periods; materials supply; wage controls; price 
controls; and regulation form and requirements. 

Background : Our company, a small one in terms of small business 
as a whole, designs and manufactures a well-rounded, but specialized 
line of centrifugal machinery used in the aircraft, radio, radar, elec- 
tronic instrument, and other defense and defense supporting indus- 
tries; as well as for ordnance, other service requirements, and essen- 
tial civilian industries. Engineering and research are major functions 
of our organization. 

Manpower and staff limitations: Currently we employ approxi- 
mately 50 people. We are somewhat undermanned and understaffed 
due to the lag bet ween our pattern of activity and that of the primary 
metalworking industries, which resulted in the practical absorption 
of the available labor supply before our lines reflected the increased 
activity of the present programs. 

Neither volume nor economic factors permit the employment of 
specialists for each and every operating function. Operating control 
must necessarily rest largely in the hands of one or two people who 
must effectively spread their time and efforts over the combined prob- 
lems of sales, engineering, materials procurement, manufacturing, 
costing, pricing, personnel requirements, and so forth, as well as in 
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general management and administrative functions. Time for any sin- 
gle problem is necessarily limited. 

Base periods of material limitation orders: Our equipment is de- 
signed for the processing of items produced by other machines and 
therefore might well be classed as secondary or processing machinery. 
As such, our activity normally lags materially behind that of the pri- 
mary metalworking industries. 

It is therefore obvious that the selection of a base period within 
a period of increasing activity and designed to established a given op- 
erating level in the metalworking industry as a whole, will unduly 
penalize us and limit our operations to a much lower comparative 
level. 

The Copper Limitation Order M-12, with its base period of the 
6 months ending June 30, 1950, illustrates the position and the prob- 
lem. Our activity during this base period was at the lowest level we 
have experienced since prior to the last war. Relief to at least some 
degree was essential. With an expenditure of considerable time and 
effort, sufficient facts and figures on our copper requirements were 
gotten together, also industry comparison and produce essentiality 
data, and our case for adjustment was presented on the proper de- 
tailed form. An aggressive follow-up, coupled with the cooperation 
of local NPA officials, finally resulted in an adjustment authoriza- 
tion. 

We must now attack the problem of other similar orders. But 
why, gentlemen, in the interest of efficient operations both in our 
own plant and in Government, should small users such as ourselves 
be compelled to repeat this performance for each and every similar 
limitation order affecting us, that may now or shall at any future 
time be issued, when our essentiality and a reasonable base period 
adjustment has been once established ¢ 

Materials supply: Material shortages and delays in the shipment 
of purchased components are a constant headache. This month we 
shall probably be unable to ship more than 70 percent of our schedule 
due to such delays and shortages. Supplhers promises are far from 
dependable and DO’s seem to carry little weight. Due to the special 
nature of our product, requirements can be anticipated only to a 
limited extent and small quantities involved tend to add to the pro- 
curement problem. 

A serious situation now facing us is our inability to obtain electrical] 
sheet steel for our motor laminations; a problem also complicated 
by pricing regulations. 

Special motors of our own design, developed for the wnusually se- 
vere service required, are the heart of our machines. Inability to ob- 
tain electrical sheet or a satisfactory substitute would for all practical! 
puposes close us down. At the present time we have approximately a 
6-weeks supply of laminations for two of the three sizes of motors 
we manufacture. 

Formerly laminations were obtained from a local fabricator who 
purchased the steel and supplied finished laminations against our 
orders. With the advent of price regulations, our suppher felt he 
could not continue to purchase material and still maintain his ceiling 
price. We were advised that we must arrange to obtain material our 
selves for future requirements. 
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With the exception of one small lot sent us by a manufacturer for 
his own machine orders and another small lot purchased at a price 
approximately 40 percent higher than the last price paid by our nor- 
mal supplier, we have been unable to obtain any of this material since 
December 1950. To date no source of supply for our current needs 
have been found. A DO rating appears to have no value. 

Wage controls: During the latter part of 1949 and the first half of 
1950, a low level of business necessitated the reduction of both per- 
sonnel and the standard workweek. Wage increases were held to an 
absolute minimum. During the latter half of 1950 we were able to 
make some well-merited adjustments as business picked up. Others 
are warranted; but the complexity of present regulations is such that 
as of today we do not know what we can do or whether we can do 
anything until an analysis of our situation now being made with the 
help of specialized outside assistance, can be completed. In the mean- 
time we have lost some employees and may lose others difficult to re- 
place, in the present tight labor market. 

In an industry such as the metal working where job descriptions 
and labor grades have been reasonably well standardized, would it 
not be practical to permit adjustments within standard labor grades 
to the extent necessary to eliminate inequities in a given locality or 
community, and yet maintain such regulation as may be necessary 
through the control of labor grade rate levels?) Some such plan might 
assure employees and employers of fair and equitable consideration 
with due regard to the rights and positions of both, at least within 
industries where such a formula might be applied. 

Price controls: Price controls as they now stand appear ineffec- 
tive, and almost unworkable. We have seen very little evidence of 
price stabilization in the cost of items we must purchase and advances 
are noted daily. 

The regulations as we understand them are such that the pricing 
of equipment with any degree of certainty that all requirements will 
be met, appears nearly impossible from a practical point of view. 

A large percentage of our equipment is at least to some degree 
special for the customer’s particular requirements. All cost records 
used to guide our estimates include manufacturing burden as well 
as direct labor and material charges. To revise the thousands of 
records which have guided our estimating and pricing for many 
years, and develop new records and mark-up procedures in line wit 
the requirements of present pricing regulations as we understand 
them, would completely disrupt our operations for a considerable 
period of time. Discussion of this subject with other machinery 
manufacturers both large and small indicates a rather complete 
state of confusion throughout the industry at the present time, and 
more regulations expected shortly may, according to last night’s news 
releases, still further complicate the problem. 

Regulations—general: As a whole, regulations of the present type 
and complexity impose a severe burden on the operating heads of 
a small business such as ours who have neither adequate personal 
time nor the staff facilities to make the detailed studies often neces- 
sary to correctly interpret all requirements and establish the pro- 
cedures necessary to comply with them. 

It would seem that the best interests of both the defense program 
and essential civilian industry will deserve a different, more under- 
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standing, and more common-sense approach to the problems of 
small businesses, than has been evidenced in the majority of regu- 
lations I have seen to date. Simple, concise, plain English and less 
legalistic regulations and interpretations, would, I believe, insure 
better understanding, ease the burden on small business materially, 
and beget more complete cooperation and effective results. 

Thank you, gentlemen. 

I hope this w vill be he ‘Ipful to you in some way. 

Mr. Mouurer. Thank you very much, sir. 

Mr. Plunkett. 

This is Mr. William Plunkett, secretary, Massachusetts State Auto 
Dealers’ Association, 938 Park Square Building, Boston, Mass. 


STATEMENT OF WILLIAM PLUNKETT, SECRETARY, MASSACHU- 
SETTS STATE AUTO DEALERS’ ASSOCIATION, BOSTON, MASS. 


Mr. Puunxerr. Thank you, Mr. Chairman. 

Mr. Murer. May I suggest that your complete statement be made 
a part of our record. The entire committee is quite familiar with 
this situation. We have heard it in every part of the country and 
instead of taking the time to read your complete statement, suppose 
you briefly pose ‘the problem as it affects you in this area. 

Mr. Puunxerr. I will brief it to this extent, if I may. On page 1 
of this report we point out that in Massachusetts and in fact all of 
New England, for many years we have the Nation’s reservoir of 
highly skilled technicians and labor. You have heard here today 
representatives from the Worcester area point out that that is so. 
We are a manufacturing area. 

It follows, therefore, that, as defense contracts are let. our people are 
being wooed away from us by higher labor rates than is economical 
for us to pay. We seek relief from this picture. 

We have a great job to do in this defense picture. You will recall 
what we did in World War Il. We kept the motor fleet rolling despite 
the inadequate set-up we had with respect to transportation. 

We ask the opportunity to do that again. 

Furthermore, we would like to point out that ours should be classi- 
fied as a critically essential industry, so our key personnel may be 
saved from the draft and have their skills better utilized again in this 
defense effort. 

Mr. Muurer. We appreciate that where you have defense workers 
living outside of the municipality they must get to and from their 
places of work or there will be no defense work done. In many in- 
stances there is no way to do it except by automobile. 

Mr. Puunxerr. I would like to make one other point, if I may. I 
appreciate that your time is short. I have an understanding that 
this week the House Ways and Means Committee is hearing the first 
opening broadside on our automotive excise-tax picture. We tried 
to point out, at least in this brief before you, the inequities that exist 
wherein a manufacturer may be permitted an increase, even though 
his profits, profit possibilities, are much greater than that of the small- 
business men, the dealers, who employ in this State nine or less em- 
ployees, yet we, the retailers, cannot take a normal profit possibility 
on that particular vehicle. We make the point that OPS should regu- 
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late prices, but not regulate profits by disturbing historic profit for- 
mulas. 

Mr. Mutrer. You have two problems that you stated. One is the 
possible increase of the excise tax on the automobile, which then be- 
comes part of the price, passed on by the manufacturer to you, and 
passed on by you to the customer. That is peculiarly within the pro- 
vince of the Way and Means Committee. I am sure your industry 
has, and if it hasn’t, it should present that problem to the Ways and 
Means Committee. 

As I explained earlier in the day, this is not a legislative committee. 
We are a committee to investigate, study, and recommend, and I am 
afraid by the time our full committee completed its studies and comes 
back to Washington and made recommendations, the Ways and Means 
Committee may have completed its study and brought out a bill; and 
a tax bill, when it comes to the floor, is not subject to amendment. So, 
your problem is with the Ways and Means Committee. 

So far as the price is concerned, there, too, I think your industry 
should present the case toOPS. Just as the manufacturers upon prov- 
ing their case were able to get an increase, when you people prove 
your case you, too, will get it. 

Mr. Puunxerr. We are making an effort to do that. 

With reference to regulation W, which was set up to limit sales, it 
is more than limiting sales—it is killing an industry. Further, it is 
limiting strictly the workingman to driving around in a jalopy, when 
apparently in the foreseeable future he is going to need dependable 
transportation to do the job he will have to do. 

Mr. Muurer. I am afraid regulation W is peculiarly within the 
province of the Federal Reserve Board, which is an independent 
agency. There again, you must present your problem to them. You 
will get the report of this committee, I believe, when we meet in execu- 
tive session and make some recommendations with reference to regu- 
lation W. How far we will go, I cannot speak for the committee. 

Mr. Piunxerr. Mr. Chairman, that was our hope: That we could 
lay our problems before you and gain some sympathetic understanding 
of our problems and you, in turn, could pass on your more intimate 
understanding of our problems to the men who make these regulations. 

Mr. Muurer. The chairman of our committee, Wright Patman: of 
Texas, has already sent his protest on to the Federal Reserve Board. 
There may be some way of working out special restrictions or special 
regulations which will be effective in defense areas, so far as defense 
workers are concerned. If we do not give them transportation, they 
won't be able to work. If they cannot buy an automobile because they 
are required to pay a third down and pay it out in 12 to 15 months, 
they will not get the automobile whether it be a new or a used car. 

Mr. Piunkerr. Thank you for saying it for me. That is our 
understanding of the picture. 

Mr. Muvrer. What is the effect of regulation W on the price of the 
automobile? Has it kept the price down’ We have been told that, 
if they lift the restrictions under regulation W, your price is going to 
go up, while the effect of regulation W is to keep it down. 

Mr. Puunkerr. I wish this committee had more time. I would like 
to show you used-car lots. We are jammed with used cars in the New 
England areas. Competition isa great leveler. 
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Mr. Mutrer. You are not getting the ceiling price on used cars? 

Mr. PLuNKetrt. Not by a long shot. 

Mr. Muurer. Thank you, sir. 

Mr. Puunkerr. Thank you, gentlemen. 

(The prepared statement submitted by Mr. Plunkett reads in full 
as follows:) 


STATEMENT OF WILLIAM A. PLUNKETT, EXECUTIVE VICE PRESIDENT, MASSACHUSETTS 
STATE AUTOMOBILE DEALERS ASSOCIATION 


My name is William A. Plunkett. I reside at 28 Rice Road, Wollaston, Mass. 
I appear before you today as the representative of the Massachusetts State 
Automobile Dealers Association, Inc., which is comprised of 970 new-car dealers 
enfranchised to do business in the Commonwealth of Massachusetts. Our asso- 
ciation, Whose membership is limited solely to new-car dealers, represents 94.8 
percent of all new-car dealers in the Commonwealth. Our office is located at 988 
Park Square Building, Boston. 

We appreciate the opportunity given us to present certain facts affecting our 
businesses to the members of this honorable committee. The automobile dealers 
of this Commonwealth are, first and foremost, Americans concerned with the 
keeping of America strong. In these perilous and trying times we appreciate that 
to do this all must be called upon to make sacrifices. This, in proper measure, we 
stand ready to do. Additionally, we realize that the great defense program in 
which our Nation is now engaging must cost a great amount of money. We are 
not loathe to spend money when fathers and sons are being called upon to make 
much greater sacrifices than the spending of money can ever entail. As business- 
men we are fully aware that inflation can wreck havoe nearly as deadly as enemy 
action would—should such action take place in these United States. We are 
anxious to cooperate in every way possible with the needs and dictates of our 
Nation, and appreciate the opportunity given us to point out that the great industry 
of which we are part stands willing to do the job which was entrusted to us during 
the dark days of World War II—keeping the defense wheels of transportation 
turning. 

The Commonwealth of Massachusetts—and, in fact, most of the New England 
area—has for years been a reservoir of highly skilled labor and technicians. 
Some months ago the Journal of Commerce pointed out that at that time seven 
cities in the Nation had a critical shortage of skilled labor. Of this number, 
four cities were located in Massachusetts. They included the city in which we 
meet today—Worcester, Lawrence, Fall River, and New Bedford. Worcester is 
famed for its great machine shops. The other cities mentioned, in addition to 
machine shops, are noted for being centers of our great textile industry. Ma- 
chine shops and textile mills have a great job to do to meet the needs for de- 
fense. Equally great is the job which our repair shops must do to keep the 
wheels of defense transportation rolling in the foreseeable future’ just as they 
did in the days of World War II. To do this essential job, our industry must 
be classified as critically essential. Every day we lose more and more of our 
trained mechanics and technicians to the Armed Forces. Every day we lose more 
and more of these skilled laborers to other industries who offer our workers more 
money per hour than we can afford to pay them. We cannot afford to pay more 
money even if economically this were possible because our wage scales have 
been frozen. Many of our dealers are being whipsawed between demands of 
labor for increased pay and frozen prices on the retail services which we pro- 
vide. Some relief should be given us so that we may pay wages in keeping 
with today’s needs. In order to pay such increases, relief from the present wage 
freeze should be provided and dealers should be allowed to pass on to the public 
the increased costs of doing business. We feel that draft boards should be given 
the authority necessary to grant deferments to certain of our key workers for 
the maintaining of necessary transportation for millions of defense workers. 

Facts made available by the Automobile Manufacturers Association disclose 
that, in times of peace, there are nearly 40,000,000 private passenger cars in 
use, Sixty-three percent of all their trips were made for the purpose of enabling 
their owners to get to and from their jobs, and nearly half of their total mileage 
was for that purpose. As more and more workers leave their peacetime fields 
to enter into defense work, we can envision a greater need than ever for such 
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essential transportation. Split shifts in defense plants during World War II 
often meant a family car transporting not only two or more members of one 
family to the plant or shipyard but additionally called for the carrying of 
“riders” who shared the ride in order to save excessive wear and tear on their 
vehicles and also to conserve precious gasoline. Despite this, our woefully in- 
adequate transportation systems were forced to assume burdens beyond their 
solving. It behooves us to make sure that in this present defense effort essen- 
tial transportation be available and kept mobile. The following is a partial 
quote as taken from the Wall Street Journal Monday, April 16, 1951, page 2 
(AP-dispatch dateline, Washington, D. C.): “Fifty thousand unfilled jobs clog 
the rolls of State employment offices as the Nation’s defense program shifts into 
second gear.” In the skilled field the heaviest demand was for machinists, tool 
and die makers, machine and tool operators, sheet-metal workers, electricians, 
skilled aircraft assembly workers, airplane and auto mechanics and repairmen. 
At the present time our industry is faced with a demand for transportation which 
the Federal Reserve Board through the instrument of regulation W has placed 
beyond the reach of the workingman. The present terms of one-third down pay- 
ment and a limit of 15 months to pay the outstanding balance has worked a 
hardship on those whose very holding of a job calls for motor-vehicle trans- 
portation. It is interesting to note in this particular that in this city of Wor- 
cester, with a population of approximately 200,000, the following modes of 
travel were used by its citizenry in a postwar survey conducted by city and 
State traffic engineers in cooperation with United States Bureau of Public Roads: 
automobile driver, 42 percent; automobile passenger, 22 percent; taxi and truck 
passenger, 1 percent; auto, taxi, and truck passengers and drivers, 65.7 percent; 
other transportations, 34.3 percent. In our capital city of Boston, according to 
a survey conducted in 1945 by the same sources as noted above, trip purposes 
of resident automobile drivers were as follows: work, 62.2 percent; business, 
8.4 percent; shopping, 10.3 percent; medical and dental-care calls, 1.5 percent; 
school, 1 percent; meals, 3 percent; and social and recreational trips, 13.6 per- 
cent. The automobile, it appears, is therefore not a luxury but in reality a part 
of the American way of life. Because of this and because in times of extraordi- 
nary industrial stress the essentiality of a motorcar becomes even more ap- 
parent, we urge that the present harsh maturities of 15 months, as permitted 
under regulation W, be lengthened to 18 months on new cars and 21 months on 
used cars. The moneys which we think of as being saved for the purchasing of 
defense bonds by making it nearly impossible for the workingman to own a 
motor vehicle is actually being siphoned off by luxury or “matter of taste” goods 
and materials. I refer to radios, high-priced television sets, durable consumer 
goods, and recreation. 

Our industry is greatly disturbed by talk of increased Federal excise tax on 
the motorcar. We point out that here again there is a tendency to place a luxury 
tax on a necessity as Judged by today’s American standards of living. We point 
out that our children cannot ride to school on a cigarette, that we cannot travel 
to our employment astride a glass of beer, and while Aladdin very comfortably 
rode through the air on a magic carpet that our wives would find it most im- 
practical to shop using a fur coat for transportation. The taxing of goods that 
are a “matter of taste,” such as cigarettes, furs, and liquors, cannot be compared 
nor bracketed with the taxing of essentials. In this Commonwealth the pros- 
pective purchasers of automobiles face a possible 1 percent sales tax. In addi- 
tion, it is proposed that registration fees be increased 50 percent, and that the 
motorist assume another 14% cents gasoline tax. In other words, the whipping 
boy is again being asked to bare his back. We hear that the Federal Government 
talks of adding another 1% cents gasoline tax to the already staggering burden 
now carried by the motorist. Although we are aware of the need for equitable 
tax increases to support the defense program and the need for brakes on the 
spiral of inflation, these proposals by State and Federal Governments are being 
looked upon askance in view of the inability of the consumer to pay any more than 
the burden which even now seems weighted in the wrong direction. The Treasury 
Department has estimated that its proposed program of increased Federal excise 
tuxes from all sources will increase the revenue by $3 billion. The program calls 
for almost tripling the excise tax on automobiles and doubling the tax on gaso- 
line. On this basis ($685 million extra from automobiles and $580 million extra 
from the Federal gas tax) motor-vehicle owners will bear about 42 percent of 
the approximately $3 billion increase, or $1.265 million. These proposed ex¢ise- 
tux increases clearly indicate a lack of understanding of the indispensability of 
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the privately owned motor vehicle to the State and national economy. Motor 
vehicle owners and dealers in motor-vehicle transportation contribute their full 
share in proportion to all general taxes in support of our Government. They 
already pay into the Federal Treasury automotive excise taxes at the rate of 
almost $1.5 billion yearly. Through the medium of special taxes to State and 
local communities they have contributed anually taxes of nearly $2.5 billion and 
have thereby built and maintained our network of roads. We respectfully point 
out to you, gentlemen, that these Federal automotive excise taxes are discrimin- 
atory because— 

1. They select one type of transportation for general tax purposes (only high- 
way transportation is singled out for such taxes) ; 

2. They are imposed upon products essential to modern transportation ; 
They bear heavily on the small-income groups; and 

4. They result in multiple taxation. 

National mobilization of ‘our resources should not be directed into lines of 
suppression and curtailment of an industry so vital to the defense and econom) 
of our country as is highway transportation. When, as is presently the case, 
taxes take 24 cents out of every automobile dollar—the Automobile Manufac 
turers Association has estimated that a total of $425 in tax is assessed to every 
purchaser of a $2,000 car delivered in Detroit—we feel that the burden of taxa- 
tion is disproportionate as compared to other taxable items. It has been stated 
that our industry contributes one in every seven paychecks issued in the entire 
country. We appeal to you not to tax us out of business ; not to price our products 
out of reach of the average American. We ask you to permit our workers to 
continue their present gainful employment. 

We have noted in appearances before legislative committees that all dealers 
are apparently men of substantial means and even men of wealth who spend a 
great deal of their time lolling on southern sands and idly watching their yachts 
ride the lazy swells of tropical waters. Nothing could be more fallacious; 
although it is indisputably true that many dealers have imposing showrooms 
and large places of business (on which they pay equally imposing real-estate 
taxes), we must remember that such establishments were built at the urgent 
suggestion of the manufacturers, who naturally wish a desirable location and 
type of building for properly displaying the products which they manufacture. 
The manufacturer’s request for renovated or new business establishments has 
kept the dealer busy in an effort to maintain them and repay the mortgages. We 
have only to consider the following data to quickly disillusion those who sub- 
scribe to the story that “automobile dealer” is merely a short way of saying 
“millionaire”: Based on last year’s production figures, the average number of 
new cars sold by 94 percent of all new-car dealers was 113 cars. To wash out 
one new-car sale, dealers are generally compelled to sell 144 to 2 used automo- 
biles. New lamps for old! In what other businesses are merchants compelled 
to buy (trade) old products in order to sell new products? Jewelry? Furs? 
Real estate? Radio-television? Tobacco? No; to my knowledge, no other business 
ealls for trading on the part of the seller if the purchaser is to buy. And, oddly 
enough, the purchaser of the new car suddenly finds it nearly impossible to part 
with the “Spangle 8” which has been his friend for the last 10 years. He sud- 
denly discovers virtues existent in the “Spangle 8” that even the manufacturer 
would be surprised to hear of. Year in, year out, new-car dealers have become 
reconciled to taking a substantial loss on trade-ins. In effect, this amounts to a 
eut in their historic discount. Now comes another and new type of cutting 
historic discount. I refer to the recent action on the part of Government in 
permitting the manufacturers, whose financial statements contain somewhat 
sensational figures, to increase the cost of new cars by 34% percent, and prohibit- 
ing the dealer from taking his normal profit on the sale of the delivered vehicle. 
Some 40,000 new-car dealers have collectively more invested in the automobile 
industry than have the some 27 manufacturers. They employ more workers 
than the manufacturers. Their yield on risk capital is without question lower 
than the manufacturer's, and yet it has been decided that the manufacturer is 
entitled to increase his profit while the small-business man, the dealer, has been 
deprived of an equal opportunity to gain. Manufacturers, reporting earnings of 
from 9 to 12 percent after taxes, are granted a price increase and increased 
profit possibilities ; meanwhile, retail antomobile dealers, who average 5 percent 
prior to taxes, must reduce their discount (statistics from Accounting Corp. of 
America). Does this make sense? We know OPS supposedly functions to 
regulate prices, but we question if it was ever intended that they disrupt normal 
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profit formula and by so doing actually regulate profits. We offer two sugges- 
tions to those seeking additional revenue : 

1. Tax the untaxed. 

2. Consider the possibilities of a true general sales tax. 

We suggest the thought that, just as business must tighten its belt in times of 
need, so is it possible for Government to seek economies in their duties. Govern- 
ment is, after all, big business, and sound business practices should prevail over 
selfish interest and geographical considerations. All will reeall with patriotic 
fervor that the United States of America had its start at a certain tea party that 
we of Massachusetts gave for the British. The tea-talk at that time was taxes. 
Although ordinarily of even disposition, the Massachusetts minuteman is quick 
to resent inequities—in matters of tax, especially. We note with pride that our 
delegates to the United States Senate and in the House of Representatives are 
men whose training has imbued them with the thought of equality of men and 
taxes alike. We feel sure that they and their colleagues will consider the pleas 
made here today for the small-business man and his employees. We extend to 
this committee our heartfelt thanks for the opportunity to express the thoughts 
of the people whom we are honored to represent. We congratulate your fore- 
sight in permitting such hearings to be conducted throughout the Nation and 
assure you that we are not unmindful of the amount of personal sacrifice which 
you are individually making in order that the voice of the people may be indeed 
heard. We thank you. 

Mr. Mvuurer. Mr. Clarence Oke, president and treasurer, Eastern 
Fence & Wire Co., 25 Kansas Street, Worcester, Mass. 


STATEMENT OF CLARENCE OKE, PRESIDENT AND TREASURER, 
EASTERN FENCE & WIRE CO., WORCESTER, MASS. 


Mr. Oxe. Gentlemen of the committee, I feel it is a privilege for 
a company my size to come here this afternoon, and these remarks 
which | have on paper have been gotten together since 5 o’clock this 
morning. I would like to elaborate a little bit on some of them that 
are not on the paper. I would also like to bring up an explanation 
of purchasing being done outside of Washington. 

1 would like to go back to a little incident that happened during 
our late rearmament program. 

Mr. Murer. May I suggest to you that the present procurement 
program is quite different than it was during World War II, and 
very little purchasing is being done and contracts being let in Wash- 
ington. It has all been diversified as much as possible. 

Mr. Oxe. I have reference to regulations and things that are made 
in Washington, and the purchasing agent in the field has to go by 
those, and no one else has jurisdiction to do anything but go by those. 

Mr. Muvrer. Go ahead, sir. 

Mr. Oxe. My statement is more or less a little different than the 
average one, and relates to small business. When I say small busi- 
ness, | think my business and a good many others might be classified 
as miniature businesses, not small business. We employ, at the height 
of our season, 12 employees. It is not the limit of our employees 
that we have had, but it is the limit that we need to get along on 
the amount of materials we get. 

Having been asked to come before you at this hearing im Worces- 
ter, Mass., it is the speaker's opinion that small business needs some 
of the following in our social and business structure. I think small 
business has more to do with our social life than has big business. 

1. A need of longer-arranged Government policies property inter- 
preted so that the average man can understand. I think that is one 
of our essentials which we need in small business. 
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2. A readjustment in our tax system so that small business will 
not be taxed out of existence. At present many small businesses are 
not making sufficient profit, even before taxes are paid, to replace 
the goods they are selling, owing to the advance in prices and they 
find it necessary to borrow to carry on their business without in- 
creasing the volume of business. 

3. Small business must be assured of their fair share of scarce 
materials either by Government regulations or adjustment in dis- 
tribution of goods by the manufacturers, and in some lines, especially 
where the manufacturers are selling to the consumer direct, there is 
little hope of this from the manufacturers themselves; in some in- 
dustries including my own type of business, one small item—per- 
haps not more than 1 or 2 percent of the total business—can control 
the larger part of sales. Many small businesses during the adjust- 
ment in 1944, 1945, and 1946 found that they had lost their original 
source of supply owing to the suppliers going into new business or 
being forced to liquidate on account of not being able to get mate- 
rials, and small-business men were simply told by other suppliers 
that they could not supply their own old customers and were not in 
& position to take on new ones. This handicapped many small busi- 
nesses from getting back on their feet and caused some to liquidate. 
My own company found itself down to approximately 7 percent of 
our normal business in 1944. This seems to the speaker to be asking 
a little too much sacrifice from the small-business man. 

4. A revision in Government purchasing and issuing of specifica- 
tions regarding Government purchases by different departments and 
the standardizing of the specifications as far as possible for the same 
item in these different departments is needed as small business can- 
not keep a staff of trained clerical help to interpret and fill orders 
according to the various specifications written up by the different 
departments. 

5. It is vital to small industry to know when they are going to 
receive goods, as in the past many small businesses have received goods 
after the season for these items was past, whereas some of the larger 
businesses, especially mail order houses, were able to place their 
orders so far in advance that they were able to gobble up the lion’s 
share of scarce materials. 

6. There seems to be some lack of control of price regulations in 
Washington when suppliers of zinc, for instance, can advertise zine 
at 46 cents per pound when the price quoted in East St. Louis is 17 
cents per pound. This seems to be a repitition of the situation we 
had in nails in 1945 and 1946 when firms were advertising and sending 
cards through the mail with nails priced at 15 cents to 20 cents per 
pound and locally stores were retailing them for 8 cents or thereabouts, 
but unable to procure them. 

Mr. Mouter. Thank you very much. 

Mr. Oxe. I have a little bit more, Mr. Chairman. 

With reference to purchasing done in Washington, the actual pur- 
chase perhaps is done, from my experience, in the field, but the speci- 
fications are made up in Washington and they must be strictly lived 
up to. In spite of the fact that in the last war we were asked to limit 
our use of scarce materials on certain things, the Government de- 
partments paid very little, if any, attention to it, and I would like, 











1766 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


with your permisison, to cite one instance in particular on that par- 
ticular issue. 

Mr. Murer. Go ahead, sir. 

Mr. Oxr. In quoting on the fence for the Westover Field, the ma- 
terial was bought in separate items. The fabric was bought separate 
from the posts and the posts were made in a separate purchase. The 
labor was let separately. I made a special trip to Providence to in- 
terview Mr. Hull and Mr. Peterson, who were the purchasing agents 
for Army Procurement in Providence, and gave them the information 
that, if the Army was willing to use what industry was supposed to 
use, that is, no copper-bearing steel for that purpose, I had in my 
warehouse sufficient of that type of steel which dia not need a priority. 

Mr. Hull told me they were only asked to buy what they were in- 
structed to buy, and anything out of that would have to be taken up 
with Washington. 

I am certain that the bid came out and that the materials were sup- 
plied with hot dip copper galvanized steel. 

There was considerable comment whether we needed a fence there 
or not, but we were not running the Army and we were not in a posi- 
tion to say. 

Mr. Murer. When was that trip made? 

Mr. Oxe. About 1941, 

Mr. Murer. I think you will find the situation is very much differ- 
ent. If you will get a copy of the final report of the Small Business 
Committee of the House, in the last session of the House, you will find 
the entire situation summarized at greater length than you told us 
about it, at pages 49-50, and you will find there the Department of 
Defense’s statement to the committee recognizing that situation and 
indicating a change of policy. This is as of June 8, 1950, and in the 
same month the General Services Administration advised our com- 
mittee that they, too, had changed their policy and adopted a different 
type of specification for use. 

i think you will find that the Defense Department, all the procure- 
ment agencies and General Services have now cleared up the difficulty 
that we ran into in World War II in connection with what you are 
commenting upon. | 

Mr. Oxe. Mr. Chairman, there is another remark I would like to 
make. To the last possibly 15 years, while we are a miniature business, 
you might say, we have been the supplier of protection for the in- 
dustrial plants and the Government plants in this district. Owing to 
the scarcity of material of our suppliers, or something beyond our 
control, we are not able to get anything like the amount of material 
that we have been in the habit of having, and we are compelled to 
adjust our purchasing. Last year the major item that went into our 
business was priced at variations of up to 85 percent. We threw a good 
many inquiries over our shoulder, so to speak, because we could not 
get materials at a price we could make a dollar on. This business 
was built up by myself from scratch. Iwas raised on a farm. I have 
been working since I was 10 years old. I have been working for my- 
self in business since I was 18 years old. It looks now as though big 
business is going to gobble up our little business because the smalt busi- 
ness cannot buy its supplies of things that he needs to stay in business 

If this thing continues, right now I am seriously considering liquid- 
ating and going into another business. 
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Mr. Muuter. You were confronted with that similar fear in 1941, 
weren’t you ¢ 

Mr. Oxe. No. 

Mr. Mutter. I am hopeful you will soon be able to get back into it. 

Mr. Oxe. Our biggest trouble is, while we cannot give a definite 
date of delivery, our best delivery date, unless we have the material 
in stock, is 6 to 8 weeks, and last fall it was 6 to 8 months. I have in 
stock right now material for a contract that was supposed to be done 
last fall and was not done. I dare not sell it and try to replace it, 
because I would not be able to fill the contract when the customer will 
be ready for it. Today I could buy the material in a reasonable time, 
and I have been carrying it all the time. 

We were informed in March that one of our suppliers was down 
to one-eighth of its supply of steel. There is not much of a prospect 
for a small-business man to stay in business with a situation lke that, 
when he doesn’t even know where he is going. 

Mr. Daumas. Do you buy your factory ‘fence on the open market 
or do you represent one of the prince ipal manufacturers of factory 
fence ¢ 

Mr. Oxe. We are the distributor for the G. H. Wright Steel & Wire 
Co. They have discontinued making anything but fabric wire. Fora 
number of years I have made my own fittings and supplied them to 
some of the smaller dealers. 

Mr. Datmas. Do you make your own posts? 

Mr. Oxe. We do not. 

Mr. Dauoas. They are supplied by the Wright Co. 

Mr. Oxe. No; they are not. They do not manufacture those. They 
are fabricators of woven wire. 

Up to 1940 we bought directly from the mill since we got big enough 
to do that. The mill that we bought our principal supplies from 
liquidated because they could not get material. That was the Cohoes 
Rolling Material Co., Cohoes, N. Y. Since that time we have not been 
able to get.a mill to put a carload on the books. 

In 1938 we had 18 carloads of that particular material. Since then 
we have had to buy everything through the jobbers. Everything I 
mentioned here has been bought through jobbers with a variation of 
75 percent in price. No small business or large business can stay in 
business in that sort of situation. 

Mr. Mutter. Have you asked the local office of NPA to be of help 
to you in getting materials ¢ 

Mr. Oxe. No. 

Mr. Mutrer. I think you should do that. I think you will find 
they will be of assistance to you. 

Mr. Oxe. Thank you, gentlemen, but our situation today is not too 
bright. 

Mr. Motrer. I am sure it will brighten. 

Mr. Smith; Mr. Frederick A. Smith, president and treasurer, F. S. 
Payne Co., 75 Richland Avenue, Cambridge, Mass. 


STATEMENT OF FREDERICK A. SMITH, PRESIDENT AND 
TREASURER, F. S. PAYNE CO., CAMBRIDGE, MASS. 
Mr. Smirn. The F. S. Payne Co. is a Massachusetts corporation 


established in 1903 and i vag ated in 1906. Our general offices and 
main works are located in Cambridge. We have a grain iron foundry 

















1768 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


in Franklin, Mass., and we operate four sales and service branches 
located at Boston and Lowell, Mass., New Haven, Conn., and Prov- 
idence, R. I. There are 314 employed by the company. 

We manufacture, install, and service passenger and freight eleva- 
tors, elevator control apparatus and accessories. We operate what is 
known as a jobbing foundry furnishing iron castings for our own 
production as well as for other companies mainly for machine tools, 
meters, woodworking, chemical, wire drawing, and other industries. 

We manufacture and distribute many types of elevator controls 
and these are furnished to over 200 other elevator companies in the 
same industry located throughout the United States and Canada. 

Our chief difficulty has been our inability to obtain steel, copper 
products, motors, motor generator sets, ball bearings, and further 
there has been a great delay in receiving elevator cabs and doors. 

In connection with copper products, we use all types such as mag- 
net wire, cable, sheets, rods, and copper castings for the carrying of 
electricity. 

In connection with the use of steel, we use all types of structurals, 
including beams, channels, angles, flats, rounds, sheets, and a special 
item of elevator steel tees. These tees are rolled only by one steel mill 
in this country. 

One of the particularly scarce items is sheet steel which is used by us 
in making magnets for controllers and brakes and another type of 
sheet steel used for freight car enclosures as well as fireproofing under 
platforms. 

Our suppliers advise us that they are unable to get sufficient amounts 
of copper products and sheet steel for the use in motors and motor 
generator sets. Sheets are also used for passenger elevator cabs. 

We have endeavored to obtain from our customers DO or directive 
orders which would permit us to extend them to our suppliers to ex- 
pedite shipment of materials to be fabricated. But in no instance have 
we been able to receive from a customer, regardless of whether it is a 
manufacturing plant or a hospital, a DO order for an entire elevator. 

fe have, however, received a few DO orders covering control ap- 
paratus from our customers in various parts of the country. But 
the amount of material we can purchase by extending these DO orders 
is nil. It is absolutely impossible for us to set up a definite production 
schedule as it must be changed every few days due to delays in get- 
ting raw materials, which we must fabricate, and further find that our 
suppliers are in the same position and have to delay shipment of our 
orders because they have insufficient directive orders, from us, to ob- 
tain materials to be supplied to us. 

At the present time we have orders on hand for installing elevators 
for various industries which we know are supplying services and ma- 
terials for the national emergency; but they have no directive orders 
which they can issue to us for new elevators. 

We are also installing a great many hospital elevators to meet the 
needs of the general public health. 

We are operating under certain State requirements and codes cov- 
ering the installation of elevators. Certain standards of safety must be 
met, yet an item like stainless steel cable cannot be purchased with- 
out a DO order. This particular cable is used on safeties and is most 
essential. 
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We have been obliged to substitute cast iron and plastics where 
bronze previously was used for push buttons, gang switches, and items 
of similar character. 

If it were not for the fact that we have a 5-year agreement with 
the Mystic Iron Works covering our pig iron requirements, we would 
have great difficulty in getting production in our foundry by using 
substitutes. The ordinary sources of supply for pig iron, which are 
mainly the steel companies selling their excessive pig, have dried up. 
It is fortunate that we have a blast furnace at Everett, Mass., operated 
by the Mystic Iron Works to assist New England industry. 

Many elevator companies are dependent upon us for control equip- 
ment, both new and replacement parts, and this is particularly true 
when they require copper contacts, and other copper products for con- 
trol apparatus. 

Because of our inability to obtain materials in sufficient quantities, 
production is delayed in not only completing our contracts, but orders 
for the replacement of parts when necessary. We have been obliged 
to cut down all our replacement part orders received from customers 
due to the lack of basic materials. 

Materials do wear out and I do not believe that anyone would want 
to see a manufacturing plant’s production schedule upset by an ele- 
vator shut-down, or a hospital elevator out of service, due to the lack 
of replacement parts. 

In a brief summary, our activities are such that our production pro- 
gram depends upon obtaining copper, steel, motors, motor generator 
sets, ball bearings, resistance wire, and so forth, now in short supply. 

It is my earnest belief that the so-called small business plants have 
not been given the necessary materials to properly conduct their opera- 
tions, while large organizations, due to their size and resources, are 
stockpiling all types of materials regardless of when materials will 
be fabricated into end products. 

It is the small companies that the larger companies depend upon to 
feed them with component parts which enter into their products. 
Therefore, if small companies are not properly supphed with basic 
materials, the result will be delay in the over-all production of many 
manufacturing companies. 

The present system under which materials are supposed to be 
allocated is not functioning and it is my suggestion that a controlled 
materials plan should be set up with due consideration given to small 
business. 

Mr. Murer. Thank you very much. 

Do you knaw of any companies that have large supplies on hand 
that they do not need for their immediate needs ¢ 

Mr. Smtrn. I am not referring just to the elevator industry. That is 
a general statement. 

Mr. Mutrer. If you can give us some specific information, we may 
be able to do something about it. 

Mr. Sairn. One thing that the Government did not do was this: 
After some months they permitted a 30-day supply of pig iron with 
the result that we can build up our 30-day supply, which we have not 
done for several years. That is one thing they did not do which we 
have to commend them on. 
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la going around, we have seen companies—I am not talking about 
the elevator industry, because I am too familiar with it—other types 
of businesses, because copper and steel are items they all use. 

Mr. Mutrer. Give us the information as to any place that is hoard- 
ing any of these materials or has more than they need for their imme- 
diate use, and we will get them into the channels of trade where they 
can be used immediately. 

Have you consulted your local office of NPA for any assistance? 

Mr. Sairn. Yes, sir; we are working with all the offices—Wage and 
Hour, and so forth. 

Mr. Muvrer. Do you have any complaints? 

Mr. Smiru. No, sir; we have no complaints. 

Mr. Movrer. Thank you very much. 

Mr. Smirn. Thank you, sir. 

Mr. Mutrer. Mr. Carl Cushner. 

Mr. Cushner is not in the room. 

A. J. Parker. 

You are A. J. Parker, vice president and general manager, D. M. 
Dillon Steam Boiler Works, Fitchburg, Mass. ? 


STATEMENT OF A. J. PARKER, VICE PRESIDENT AND GENERAL 
MANAGER, D. M. DILLON STEAM BOILER WORKS, INC., FITCH- 


BURG, MASS. 


Mr. Parker. Yes, sir. 

Mr. Mutrer. You may proceed, sir. 

Mr. Parker. You have asked me to present our experience with 
problems which confront small business as a result of the controls and 
regulations set up under the Defense Production Act. There is a 
widespread and justified opinion that any uniform regulations which 
are applied indiscriminately to large and small business alike cannot 
be fair. Many regulations which may be reasonable, or even generous 
to larger companies can work serious hardships on smaller firms. 
Therefore it appears necessary to modify some of these regulations 
if smaller business is permitted to operate competitively and profitably. 

1 represent a company in the heavy equipment industry. We build 
steam boilers and pressure vessels, and a single order can run into 
many tons of steel. We are a small business. Some of our larger com- 
petitors use as much steel in one week as we will use in a quarter. We, 
along with the larger manufacturers, are governed by the same many 
regulations, and these regulations often hurt the smaller firm. I 
have chosen one particular problem to illustrate this posnt. 

Steel is one of the critical materials. We use it in our business in 
various forms, such as plates, heads, tubes, pipe, bars, structurals, et 
cetera. ‘To be prepared to meet emergency demands for a great variety 
of types and sizes of boilers we must carry in stock a substantial 
quantity of steel. 

The National Production Authority has set up a regulation M-1 
which, amongst other things, limits the amount of steel that can be 
held in inventory. In our industry inventory habits are traditionally 
different than in many other industries. Furthermore, the inventory 
problem of a smaller concern is much different than that of a larger 
concern. The small concern’s market is confined to a smaller area so 
he must offer a greater variety of products. In proportion to its 
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productive ability, the smaller concern must therefore carry a very 
much larger inventory. 

This results partly from a growing practice among steel producers 
to limit the type and specifications of steel that may be included in 
one carload at the lower carload price. It is customary for us to buy 
all these materials direct from the mill in order to purchase advan- 
tageously. At one time we could buy mixed sizes in the same carload. 
Today, for example, when we buy a carload of boiler tubes, this lot 
can contain only one size of tube. We carry in stock four or five 
different sizes of tubes, so it means that we must order four or five 
different carloads in order to benefit by the best price. Since the 
manufacture of a boiler involves not only tubes, but also plates, heads, 
bars and structurals, all of these different materials must similarly be 
ordered in carload lots. In normal practice we therefore develop and 
sarry a flexible basic inventory from which we can meet the diver- 
sified demands. 

The larger concern which uses many times the amount of steel con- 
sumed by a small manufacturer has established a steadier flow of ma- 
terials with a relatively quick chew-up, so he is able to maintain a 
diversified inventory with a fast turn-over. The smaller concern which 
is limited by both pocketbook and procurement regulations must order 
less frequently, and if he maintains a necessary inventory, he is bound 
to build it up to proportions beyond the limitations of the present in- 
ventory regulations. 

The alternative is to force the small business to purchase steel in 
small quantities and that means he will have to turn to warehouses, 
gray markets and black markets buying bit by bit at a tremendous 
waste, not knowing until the last item has been bought if he can com- 
plete the job, and how much it will cost. When this expense burden 
is added to many other disadvantages that a small firm wrestles with, 
it will drive him out of business either because he cannot get any or- 
ders, or if he does, he cannot make a profit 

I believe that a good controlled materials plan is necessary if many 
smaller firms are to stay in business, but further than that, I believe 
that such a plan must be carefully studied to avoid injustices which a 
blanket control would impose on the smaller manufacturer. 

No small business wants to carry more inventory than is absolutely 
necessary. Long experience has indicated to each concern what is a 
sensible buying and inventory policy. Since in this emergency it is 
necessary to regulate steel procurement and inventories, I recommend 
that it be done according to a pattern of past experience. What we 
all wish to do is prevent hoarding and abnormal stocking of idle mate- 
rials, so more materials can reach the usefuLend products. I feel sure 
that a practical study of inventory practices and normal steel distri- 
bution could produce an equitable method of control which would per- 
mit smaller companies to continue in business and do their part in the 
defense effort. 

As I said before, I have used this individual problem as an example 
to illustrate how well-meant controls can discriminate against small 
business. Perhaps a scrutiny of the many other regulations will re- 
veal similar inequities. 

Mr. Mouurer. Thank you, Mr. Parker. 

Mr. Datmas. Mr. Parker, you state here on page 3 that you believe 
a good controlled materials plan is necessary. You know about the 
controlled materials plan that is going into effect on the first of July? 
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Mr. Parker. Yes, sir. 

Mr. Datmas. Have you examined that plan very carefully? 

Mr. Parker. Yes, and we are in fact working partially under it now. 
We may be one of the few industries that is. 

Mr. Datmas. You think that it will help in its present form? 

Mr. Parker. I certainly do. It was the best thing that came out 
of the muddle of the last war. We went through several other things 
before we had CMP. 

Mr. Datmas. You know this is not a closed CMP; this is an open- 
end CMP. 

Mr. Parker. I realize that. 

Mr. Dataas. After they take the various slices out of the materials 
pie for the essential defense requirements, and so on, the rest of the 
material is still in a free market. 

Mr. Parxer. Yes. 

Mr. Datmas. You still think it will be helpful ? 

Mr. Parker. That is hard for me to say until I see it working. I 
am hopeful that it will be. 

Mr. Datmas. Do you expect perhaps that your business will be 
declared one of the essential concerns ? 

Mr. Parker. I feel certain of that. 

Mr. Datmas. That it will be? Then I can see how it would help 

you. 
Mr. Parker. It is now being administered by the Power Division in 
Washington, and, in fact, we are now reporting monthly production 
schedules which are scrutinized by the Boiler Division and tacitly ap- 
proved or disapproved. 

Mr. Datmas. But unless an industry or a factory can get on that 
essential list, it will be in the same shape it is now under this present 
plan. 

Mr. Parker. That is right. 

Mr. Datmas. Thank you, sir. 

Mr. Motrer. Thank you, sir. 

Mr. Parker. Thank you. 

Mr. Muurer. Those in attendance here today should know that 
you have operating—you probably do know—in the Commonwealth 
of Massachusetts a commission appointed by your distinguished 
Governor, Paul Devers, the Massachusetts Development. and Indus- 
trial Commission. I am very happy that we have had with us all 
of today its assistant executive director in charge of small business, 
Mr. C. J. Farley. That office is located at 20 Somerset Street, Bos- 
ton, Mass. 

The next witness will baLouis P. Tonoli. 


STATEMENT OF LOUIS P. TONOLI, PRESIDENT-TREASURER, NEW 
ENGLAND BUSINESSMEN, INC., CLINTON, MASS. 


Mr. Tonout. My name is Louis P. Tonoli. I am from Clinton. 


I am: 

1. President-treasurer of New England Associated Businessmen, 
Ine. ; ‘ 

2. Clerk and director of Manufacturers Association of New 
England: 
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3. Chairman of Clinton planning board; 

4. Field Counselor Economic Cooperation Administration ; 

5. Public relations director of Clinton civil defense committee ; 

6, Chairman of Clinton committee to Keep Clinton’s Industries 
Working; 

7. Chairman of National Foundation for Infantile Paralysis; 

8. Supervisor and contract expediter for Van Brode Milling Co., 
Ine. ; 

9. President of the Clinton Machine Works; 

10. Member of Massachusetts Selectmen’s Association. 

Mr. Chairman and members, as the head of a business association 
which numbers most of its members in the small-business class, in 
business myself until a few years ago, and presently connected with 
the Van Brode Milling Co. of Clinton, Mass., as a contract negotiator 
in charge of subcontracting for this firm, I believe I am in a position 
to offer possible suggestions to this committee. 

Van Brode Milling Co. is engaged in Government contracts for 
the Army, Navy, and Quartermaster Corps. Cereals, plastics, and 
packaging of rations are among its activities. Recently we have bid 
on survival kits of large size, most of which we intend to subcontract. 
At present we intend to bid on a large contract for life raft accessory 
kits. If we gain this contract I shall subcontract metal, plastic, and 
cloth items to about twenty subcontractors. 

Having operated a small busines and done work for the Govern- 
ment myself, I can appreciate how difficult it is for most small firms 
to do business with the Government. The owner of a small firm in 
many cases is manager, workman and even down to floor sweeper 
in some cases. It is almost impossible for the small-business man to 
go to the various purchasing agencies as he should each day if he wishes 
to know what the Government has out for bid. Taking a prime con- 
tract is out of the question because in most cases he must subcontract 
certain items which he cannot produce and he has neither the time 
nor the knowledge to do this work. They are more than pleased when 
someone like myself comes to their door with an opportunity for them 
to bid on certain items of which they have an acquaintance. It is of 
great help to them when, as in many cases, I have the visible item 
that can be seen besides the blueprint of the article. No matter how 
acquainted anyone is with prints, looking over what is to be made is 
of great help. 

The procurement agencies state that it is not necessary for any 
employment to be made and no agents need be employed to secure a 
contract. They make mention that a daily synopsis sheet is sent out 
by the United States Department of Commerce to chambers of com- 
merce and accredited business groups. 

This is a step in the right direction and does have a great deal of 
value. However, unknown to some people, there are many small 
firms who do not belong to chambers of commerce and associations 
and even now have no idea of this service. ‘To those who take ad- 
vantage of this information it is helpful, but in the majority of cases, 
by the time they receive the bid sheets, the bid opening date is most 
times a week, sometimes less. It is not possible to then write for the 
necessary specifications and then check for materials because the time 
is too short. As a result, even the firms who get the synoposis sheets 
do not pay much attention to them. 
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The United States Department of Commerce also issues weekly the 
awards of contracts of over $25,000. This was a great help to small 
firms until a short time ago. A firm who was interested in gettin 
subcontract work could check as to who got an award and then coulc 
contact the firm who got the contract. I know of some firms who got 
work this way. However, whether for security reasons or otherwise, 
the award sheets now make no mention of quantity or dollar value 
as was announced until a while ago. Most certainly the majority of 
small-business men of my acquaintance would like the sheet brought 
out as it was previously. This would be helpful to them, they feel. 

Speaking for an association and as a businessman, I am interested in 
seeing that New England gets its fair share of procurement work 
given out by the Government. Present results to date by individuals 
and groups have been disappointing. 

This condition is comparable to the situation in 1940 through 1942 
when for those 2 years the small-business man was forgotten. Dur- 
ing this period, nearly 16 percent of the small businesses of the United 
States x sce their doors. We do not wish to see such a condition 
occur again. 

As chairman of the board of selectmen of Clinton, I appeared before 
the Senate Small Business Committee in Washington in 1941. Some 
of my suggestions had merit, I believe, and in 1942 the Smaller War 
Plants Corporation was formed and did much useful work. This 
group assisted small firms in obtaining nearly a billion dollars in sub- 
contracts and more than $5,500,000,000 in prime contracts. It loaned 
more than $550,000,000 to small businesses with insignificant losses. 
Over 4,000 of New England smaller plants registered with Smaller 
War Plants Corporation and received contracts for about $600,000,000 
of war materials. 

Recommendations: 1. Either a corporation of the Smaller War 
Plants Corporation type should be set up or a group of a similar type 
contained within the National Production Authority under the De- 
partment of Commerce to handle procurement opportunities to small 
business. 

2. Adoption of the Congressman Philip J. Philbin and Congress- 
man Richard Wigglesworth bills. These were introduced in the 
FKighty-first Congress by the respective Congressmen. House Reso- 
lution 941 has been reintroduced in the Eighty-second Congress by 
Congressman Philip J. Philbin. It is a bill to amend the Armed 
Services Procurement Act of 1947, with respect to the procurement of 
supplies from small business concerns and consists of the following: 


That Section 3 of the Armed Services Procurement Act of 1947 is amended by 
adding at the end thereof the following new paragraph : 

Notwithstanding the provisions of paragraph (b) of this section if the agency 
head determines that such action is advisable in the interest of the national 
defense in order to make or keep suppliers available for furnishing supplies in 
the event of a national emergency, or that the interest either of industrial mobi- 
lization in case of such an emergency, or of the national defense through main- 
tenance of active research and development, will be served by such action, sup- 
plies may be procured on the basis of, and in accordance with, an invitation for 
bids containing provisions which specify— 

“(1) that a part, not exceeding 20 per centum of the total procurement 
involved when practicable may be withheld from the successor bidder or 
bidders for distribution among the small business concerns, not exceeding 
five, which submit, as to all or such part of the procurement involved as may 
be specified in the invitation, the lowest bids submitted by small business 
concerns ; and 
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“(2) that the part of the total procurement so withheld when practicable 
may be distributed among such small business concerns (either by accept- 
ance of the bids made by them or by negotiated purchase or contracts) on a 
basis involving payment to each of a price not in excess of 15 per centum 
above the lowest price paid to a successful bidder.” 

Sec. 2. Section 4 of such Act is amended by inserting after “2 (c),” wherever 
appearing therein, the following: “or 3(c)”. 

Sec. 3. Section 7 (b) of such Act is amended by adding at the end thereof 
the following sentence: ‘““The power of the agency head to make the determina- 
tions or decisions necessary under section 3(c) shall be delegable only to a chief 
officer responsible for procurement.” 

Revision of Public Law 413 to authorize procurement oflicers to 
negotiate or to award contracts on a sliding-scale basis so that the small 
manufacturers may fairly compete with the larger ones whose advan- 
tages in large-scale purchasing and multiple manufacturing processes 
virtually eliminates competition. 

4. Small plants want defense work but many owners realize that 
they cannot handle big contracts and as a suggestion some system 
might be set up so that contracts would be aw arded to companies agree- 
ing to subcontract the greatest part of the work. Or a contractor 
securing a large contract would be required to let out certain percent- 
ages of a prime contract. 

Conclusion : 

The smaller plants of the country showed their worth in the last 
var. Some immediate effort should be made so that their facilities 
could be utilized. In the event of an emergency, all the manufactur- 
ing plants and the manpower of the country is needed. 

I appreciate the opportunity of appearing before this able commit- 
tee and assure you that both the businessmen and the workers of cen- 
tral Massachusetts as well as of New England thank you for including 
Worcester in your itinerary. 

Mr. Movrer. Thank you very much, Mr. Tonoli. We are very 
pleased to have you with us. 

Mr. Tonout. Thank you, Mr. Chairman. 

Mr. Mutrer. Mr. O'Donnell. 

Mr. O’Donnewy. For the record, Mr. Abeles, president of the 
Elfskin Corp., said he sent innumerable letters to the RFC without 
obtaining an answer. I have just checked with them and I find he 
wrote two letters with respect to rubber distribution and, while he 
received no answers, the results were immediate and highly satis- 
factory. He has absolutely no complaint against the activity of the 
RFC with respect to the distribution of rubber. 

Mr. Mutter. Would you like to give us some further words on the 
progress of S. 9984 

Mr. O'Donnewn. Yes, Mr. Chairman. 

The banks across the country have been somewhat reluctant to enter 
into the V loan program enthusiastically because of a situation 
brought about as a result of a decision by the Comptroller General 
which has the effect of placing a contingent liability on the banks 
even long after the loan has been paid in full and the contract 
comple ted. 

In an effort to correct this situation, two bills have been introduced. 
One by Congressman Celler, H. R. 2947, in the House of Representa- 
tives, and one by Senator Maybank, S. 998, in the United States 


Senate. 
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The Senate bill was recently reported out favorably by the Bank- 
ing and Currency Committee, and it is expected that there may be 
expeditious action in an effort to make it easier for the small-business 
men to obtain V loan financing under the Defense Production Act, 
because this will have the effect of removing the barrier which the 
banks today consider makes it bad business judgment on their part 
to enter into the program enthusiastically. 

Mr. Murer. Thank you, Mr. O'Donnell. 

Your full name is Thomas H. Terrio, and you are in business at 
34 Dunstan Street, West, Newton, Mass. ? 

And the gentleman alongside you is Mr. F. R. Porter of the Wilson 
Oil Co., 972 Main Street, Fitchburg, Mass. ? 

Mr. Porter. Yes, sir. 

Mr. Mutrer. Mr. Terrio. 


STATEMENT OF THOMAS H. TERRIO, WEST NEWTON, MASS., ACCOM- 
PANIED BY F. R. PORTER, WILSON OIL CO., FITCHBURG, MASS. 


Mr. Terrio. My complaint is the scarcity of sheet—aluminum or 
galvanized iron or steel—in the local warehouses. It pertains to 
essential civilian supplies and scarce materials. 

Unofficially, I am speaking for literally hundreds of small shops 
like ours. I did not come with a prepared statement because I did not 
hear about this until a quarter past nine this morning. If I were to 
make a Statement, it would be so long it would take 2 hours to read 
itanyway. There are too many phases of this program that affect us. 

In the first place, we are associated with the construction business. 
During the last war we were very essential in doing almost all of 
the heating in our Government projects, military installations, air 
fields, Maritime Commission, and the Army and the Navy. 

In the construction business, the size of the shop really is not too 
important because most construction businesses are very flexible. 
Overnight we could take five times as many men as we have as long as 
we have the key men. We have the key men at present, skilled sheet- 
metal workers. 

During the last war we jumped from 8 men to 125 men. We went 
from 300 heating to 6,500 in the course of 2 years. 

Our basic problem is to get flat sheets from local warehouses. 
Brown-Wales Co., Herrick Co., Arthur C. Harvey Co., Wheeling Cor- 
rugated Steel Co., M. L. Peacock Co.—they all handle sheet steel. 
They are all in the same boat. Their average inventory now is 
running 40 to 45 percent of supplies on hand. They are deluged 
with DO orders from people they never heard of before. They 
cannot supply the sheets. If they get 1 carload of sheets, there are 
6,000 people calling for them, They reclassify all their sheets by say- 
ing, “You were a customer. You were a big galvanized sheet customer. 
We cannot give you aluminum sheets. We are saving that for the 
aluminum customers ¢” 

They are reversing the action. Since the ban on aluminum was 
put in effect and a definite date set for it, there is no galvanized in the 
market at all. It is like white gold. The aluminum sheets on the 
market are all black market since the first quarter of this year, and 
going into part of the second quarter. I have received enough legiti- 
mate sheets to keep my shop going 2 weeks. I am still in business. 
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I bought the rest from the black market or I would have to close 
the doors. 

Il heard you mention before that you waht nhames and addresses 
of black market dealers. You can buy any Boston newspaper and 
get the names and addresses and telephone numbers published in the 
newspapers. Sometimes we get from those places: other times we 
get it from representatives who act as agents. They make a small 
commission on the deal, but we get the sheets. 

l presented this problem divectly Lo Brown Wales Co.. Arthur » 
Harvey, Herrick Co., and they all have the same thing to say: “If 
we had sheets, we would sell it to vou. The mills will not honor our 
DO priorities fast enough.” 

| know of other cot pantes who are nm associated lines that sel] 
material, that have been buving by the carloads sheets and peddling 
them over to the small dealers hand to mouth. 

We need a lot of sheets in our business. Our business is not based 
on how much money we have or profit we can make or how many 
furnaces we can get. It is based on how many sheets we can get. The 
main object of staying in business is to make money and, if there is 
going to be a drasti emergency, 1f we are out of business, we certainly 
cannot help. 

During the last war, my entire shop was closed and we went to work 
for someone else All the stock we had we sold to someone else. 
This time now, if we can get our sheets and stay in business long enough 
until some emergency comes forward, we would be able to do some- 
thing for the defense effort. At present, there isn’t sufficient sheet 
metal work for defense work to keep all the sheet-metal shops busy. 
The smaller sheet metal shops like ourselves are hot organized. 
Anyone attached with the business right now from the top manu 
facturer down, is giving us absolutely no help. Some of the larger 
furnace manufacturers will give you all the furnaces you want. 1 
can Duy more furnaces, more than 10 dealers can handle. What good 
are they if we have no sheets ? 

All our western manufacturers get more furnaces than they know 
“what to do with. Some of the eastern manufacturers are in a tougher 
spot. They did not have all the sheets they wanted, so they went to 
the local warehouses and cobbled up the sheets. They have the 
sheets for the furnaces but we have'nt any to install them. 

My case is true of thousands of shops, and out of these shops, which 
all have 5. 6, or 10 men—thev are not what you call great big large 
sheet-metal shops that stick to small defense housing heating. Ow 
problem is, how are these warehouses roing to get sheets to sell us ¢ 
The mills won't even talk to us. We do not seem to have any direct 


answer to stay in busines 


l could keep on going on and tel] vou. a thousand more things ] 
have sent letters out to various representatives in the Senate and the 
House of Representatives explaining the situation. I got a letter 
back from NPA to fil) this out for a special hardship case, If they 
can give me permission to buy it, there is no place to buy the sheets 
even if I have an order to buy it. You cannot get a DO rating for 
civilian housing. There isn't sullicient Crovernment sheet metal work 


going on to fit all these different shops. The sheet-metal business is 
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broken up into so many highly specialized lines. For instance, there 
is power equipment for heavier things. That may be going on. A 
lot of sheet-metal shops do not have it. They are all important in 
this respect, that a shop that has big stamping machines and large 
power cutters is lost when it comes to the small hand-fabricated stuff. 
They do not have the manpower. They do not have the sheets or 
the facilities to do it. They call on the smaller shops like our. 
selves to cooperate with them. 

Mr. Mutrer. Mr. Dalmas. 

Mr. Datmas. Mr. Terrio, I think you know pretty well the general 
supply situation as far as light gage steel sheets goes, but there is 
one additional factor we might tell you, and that is when the Korean 
incident came along, light gage steel sheets had already been in short 
suppiy for 2 years. In 1949 they rolled 20-gage and up, hot and cold 
rolls, including galvanized and all types of finishes, around 19,000,- 
000 tons of sheets. At that time, due to the increase in production 
by the automobile industry and the consumers durable goods indus- 
tries and the agricultural implements industries, as well as the hous- 
ing program, which need your furnaces and sheet-metal work, the 
demand was for about 25,000,000 tons. So we had a 6.000,000-ton 
shortage before the emergency. 

Since the emergency we have had a number of programs that have 
required plates, more plate production than the mills were rolling 
at the time the emergency occurred. We have had a freight program 
that I think requires about 300,000 tons of plate a quarter. We have 
an oil-pipeline program coming into production very soon. We 
have an ore-vessel program. They cut back sheet still further to 
get this plate production. 

At the same time, they inaugurated a new steel-producing program 
that contemplates, at the end of a certain period, a very greatly in- 
creased sheet capacity, but until that time comes, personally I do not 
know what the sheet-metal people or anybody else are going to do 
to get this gap closed. When the freight-car program and the ore- 
vessel program, assuming we are not going to be in a worse shape for 
a while on the war front, when those programs are completed, the 
supply will ease somewhat. 

Mr. Trerrio. We were getting in some English and German and 
Italian and Belgian aluminum into this country. Then the aluminum 
ban put the fix on that. 

Mr. Damas. I don’t understand about the aluminum ban. What 
was that / 

Mr. Terrto. The aluminum order, M-7, from NPA. 

Mr. Daumas. That order has been deferred once. The commit- 
tee had a good part in getting that order deferred. It was deferred 
again for 60 days. I understand that now the supply situation in 
aluminum is such that it has again been deferred into the third quar- 
ter, July, August, and September. You may find a little easing in 
the aluminum situation; but I do not think you will find any easing 
in the light gage steel situation, light gage steel sheet situation. : 

Mr. Terrio. A lot of mills do not have capacity to produce over 
20-gage. 

Mr. Datmas. The other mills that had to cut back to produce plates 
are not producing sheets. That further restricts the supply. 
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Mr. Terrio. Whatever galvanized is available, any of these major 
warehouses will tell you, *We won't give it to you.” 

Mr. Murer. What are they doing with it ‘ 

Mr. Terrio. They are saving it for their regular customers that 
have DO orders. ‘The result is that the regular manufacturers who 
have plant maintenance on DO 97, the first time DO 97 came out they 
received enough orders in 1 week for a year’s supply. A lot of them 
were not regular customers. They jumped these orders right in their 
iot. Companies like Raytheon Manufacturing Co., have placed 
enough orders for enough galvanized steel. 1 do not know what they 
are going to use it for. If they run a little bit short, they want to 
give out orders for maintenance work to smaller sheet-metal workers. 
If they do not have it, they have their own shops. They have now 
set up shops with their ability to procure material. 

For instance, if we sold in the first quarter on blueprint stages and 
received contracts, let us say, from a hundred customers, to do 100 
houses, those 100 houses won't be ready until the second or third quar- 
ter or maybe the fourth quarter. With NPA restrictions on inventory, 
we cannot buy that stuff now. We are supposed to keep those 
inventories down, 

In the first place, we would never be able to get that much sheet in 
advance. Our output now is regulated on the amount of sheet we 
can get. 

Mr. Datmas. With the supply of light steel sheets and the need 
for housing and heat, and so on, it might be worth while to ask NPA 
tv take control of the whole supply situation. 

Mr. Terrio. If we had it all under control, we would get it. 

Mr. Mucrer. That is the solution to the problem, for NPA to take 
control of the situation and allocate it accordingly. If nothing else, 
you will find the DO's will be multiplying at the warehouses and the 
mills many times over what they can actually use. They will be plac- 
ing orders in half a dozen different places and people, as you say, will 
be holding back and civilian industry won't get anything unless it is 
allocated into channels for civilian production. 

Mr. Trerrio. Most warehouses pul their customers on allocation. 
They tell you, “We have allocated 60 percent, but we haven't wot it. 
When we get it, we will give it to you.” 

Mr. Daumas. Are you familiar with the CMP coming out ‘ 

Mr. Trerrio. Pertaining to aluminum; I do not have enough of the 
other stuff to worry about. 

Mr. Datmas. Do you think your industry is of sufficient importance 
to be made an essential industry ¢ 

Mr. Terrio. | think it is, because in one of my letters to some of 
the Senators I pointed out that the biggest part of all the heating 
systems during the last war was hot-air heat. The reason was simple. 
It used the least amount of materials. You can get the most produc 
tion for it. You can get the most production for the amount of man 
hours involved and for the least amount of dollars, too. 

Take, for instance, the Maritime Commission job in South Portland. 
They had many large buildings, and they wanted to heat it. They 
figured out with one hot-air furnace and with a blower and sheet 
metal ducts going down the middle, they could heat the building easily 
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and cheaply for the initial installation and amount of materials, and 
so on. 

Mr. Mutrer. Mr. Porter, would you like to add anything? 

Mr. Porrer. I would like to corroborate everything that Mr. Terrio 
said. The same things are true in our phase of operation, even though 
we are in a slightly different locality. Our source of supply dried up 
almost overnight in that we were using aluminum, and when aluminum 
restrictions came in, we went to our suppliers and, of course, they told 
us to shift to galvanized, which was nonexistent. ; 

As far as what he said about black market, I have not found that 
to be exactly true except that some of the suppliers who have a whole- 
sale and retail division will somehow be able to sell us retail, but we 
cannot buy wholesale. Unfortunately, we cannot do business by buy- 
ing materials retail and then trying to add another profit on top of 
that. I think that is something that probably demands looking into. 
Some of these houses that have wholesale and retail divisions within 
their own company make it rather difficult for us to operate. 

The same thing is true on copper tubing, and other sources which 
we have to use. We feel we are very essential and that we do a tre- 
mendous amount of maintenance work and the upkeep of the home 
heating systems, both in industrial work and in domestic work, is 
very, very vital to the continuance of the defense effort and to the 
public welfare. 

We would like to see something done that would help us to stay in 
business and, if things continue as they are, it is going to be very, very 
difficult for us to maintain the units that we already have in the field 
and the commitments that we have made to take care of industrial 
installations, as well as our domestic. 

I would like to see something done so we can get a source of supply. 
We cannot get galvanized sheets. There are restrictions on aluminum 
sheets. Some people from whom we received aluminum have gone 
out of business, and we cannot get any from those suppliers. When 
we go to a new supplier, he says, “Uufortunately, you have no past 
record with us, and we have to satisfy our own customers first.” It 
puts us in the embarrassing position of stocks drying up, and we have 
quite a bit of work to do. ) | 

[ speak not only for myself but for every dealer in my particular 
locality. I do not know what is going to happen to some of these 
plans that are proposed for housing developments in my area. If 
something doesn’t happen soon, I do not know what will be the ulti- 
mate result. 

Another thing is I do not know what pressure could be brought— 
perhaps it is a local problem—to remove building restrictions. There 
are some substitutes for metal that can be used in a heating plant, 
such as ARO sheets and asbestos sheets for return air ducts. How- 
ever, they do not seem to comply with local ordinances that were made 
in 1812, or something like that, that we cannot get around. 

There, possibly, this committee or NPA could do something to help 
us. Lam not sure. In our locality, if some of the building restrictions 
were lifted and we were allowed to use materials that are approved in 
other sections of the country, and nationally approved by FHA and 
Underwriters Laboratory, we could use substitutes and we could prob- 
ably cut our consumption on metal by 40 to 50 percent. Of course, 
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that would alleviate the amount of stock that we would have to have. 

Mr. Murer. The House Banking and Currency Committee some 
years ago recommended a modernization of all building codes 
throughout the country. Many of them have been modernized. That 
Is peculiarly a local problem. All we can do is recommend. We have 
no jurisdiction or control. 

As a matter of fact. in the Defense Production Act. the Defense 
Housing Act, the committees, when considering those acts, were urged 
by many Members of Congress that there be a provision written in to 
the effect that nothing in that act would change any of the local ordi- 
nances and building codes even if that were enacted. You still have 
LO ¢ hange Vou! local codes and building regulations to get some relief 
on that score to use substitutes. 

Mr. Porrer. Is there any way we could get—I do not like to use 
the word—pressure to bear: but perhaps the local building boards and 
the building inspectors and the like could be shown the light if some 
other source of information was brought to them rather than just 
we dealers going in and talking to them. We evidently haven't any 
weight with them. 

Mr. Mouvrer. If they wont listen to the people in their own com- 
munity, do you think they will pay much attention to us fellows in 
Washington / 

Mr. Porrer. They may feel vou know more than we do. 

Mr. Terrio. Do you fee] from what you have said about the lifting 
of the ban on the use of aluminum that it will be lifted to such an ex- 
tent that we might get some relief ¢ 

Mr. Murer. I feel that. tovethe with the CMP plar " and taking 
over the channeling of materials to the civilian production field, it 
will keep all small business in business for civilian production unless 
and until we get to that point where we have all-out mobilization. In 
that event. vou will be kept in business because you will be part and 
parcel of the over-all defense effort. 

The question you raised about selling at retail, in order to vet the 
retall price, is something fo OPS Lo look into. That is HI clear 
evasion. I think that is a clear evasion of the law in order to get a 
higher price. 

We have tried to call everybody who indicated any desire to be 
heard by this committee. I think we have. 

Is there anything anyone who has not been heard wishes to tell us / 

We have this statement by Mr. A. W. Forbes of Forbes & Myers, 
electrical manufacturers. 172 Union Street. Worcester 8, Mass., which 
we will insert in the record. 

(The statement submitted by A. W. Forbes, Forbes & Mvers, reads 


as follows:) 


STATEMENT or A. W. Foksrs, Forses & Myers, Worcester, Mass, 


Small business may be divided roughly into two classes. The first class is 
engaged in mass production, and in its methods is very similar to big business 
The second class makes articles in fields where the demand is not sufficient to 
warrant mass production, or is engaged in repair work where each job must be 


considered separatel\ 

The first class of small business can easily take over single items of a large 
company by subcontracting. The fact that the ownership is separate from that 
of the large company makes little difference between it and # small department 
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of the large company. This is not typical small business, and is not the type 
of business which needs most consideration. 

The second class of small business does not have either the equipment, the 
personnel, or the experience to handle mass production, either by direct contracts 
or subcontracts. Its place in war production should be the same as in peace 
production—to do those things which must be done on an individual or small 
quantity basis. 

In spite of the fact that the larger part of small business organizations are 
in the second class, these do not seem to have had any consideration in plan- 
ning war production. I have been in business through two World Wars, have 
received many invitations to bid, but not yet have received a single one for the 
type of work which we were prepared to do to best advantage, or of the kind 
which we informed the Government agencies we could do. Nearly all were for 
standardized products which the large companies were best prepared to furnish. 

Is that because the Armed Forces do not have work such as we are prepared 
todo? I do not think so. I do not think that their needs are so different from 
those of the large companies who come to us. It is more probable that it is 
because the Armed Forces have no idea of the kind of work which small busi- 
ness is prepared to do for them. 

A more important problem with us is personnel. The manufacturers who are 
engaged in war production come to us for more work than enough to keep our 
plant busy, but we can only accept those jobs which our employees are prepared 
to do efficiently. In the past the principal supply of suitable employees has 
been youth, but this supply has been cut off mostly through increased college 
attendance and the call to the Armed Forces. We have not seen any shortage 
in total available men, but without these desired youth we have not found any 
way to increase the volume of production and take on this additional work which 
is available. 

So my principal suggestion for speeding up defense work in the small plants 
is a cooperative educational program for youth, in which leadership in these 
small plants is made a major part of the preparation for officers in the Armed 
Forces. This would not have an immediate effect, but I cannot see anything 
which the Government conld do that would have an immediate effect. But the 
need will not end with this year, and it is quite possible that the need will be 
greater in 5 years than today. 

Mr. Mcutrer. May I at this time express our thanks to the Sheraton 
Hotel, this one we are in, as well as to the entire Sheraton chain. They 
have made these facilities available to us without charge, both here 
and in Providence, and we are deeply appreciative of their coopera- 
tion with the community and with the committee. 

I think it is in order again to express our thanks to all those who 
cooperated in making these hearings successful, and the committee 
sincerely thanks all who did participate. Of course, we now want to 
mention especially Mr. Morris Lawler, who is the manager of this 
hotel. 

Do any of the agencies wish to make any report at this time? If 
not, this hearing will now adjourn. 

(Whereupon, at 4:30 p. m., the hearing adjourned.) 




















PROBLEMS OF SMALL BUSINESS RELATED TO THE 
NATIONAL EMERGENCY 


THURSDAY, APRIL 26, 1951 


House or RepresENTATIVES, 
SUBCOMMITTEE No. 1 OF THE SELECT 
CoMMITTER ON SMALL Business, 


Manchester, N. H. 


The subcommittee met, pursuant to notice, at 10:05 a. m. in the 
auditorium, Chamber of Commerce, Manchester, N. H., Hon. Abra- 
ham J. Multer, of New York, presiding. 

Present : Representatives Multer (presiding) and R. Walter Riehl- 
man, of New York. 

Also present: Victor P. Dalmas, executive director of the select 
committee staff; Jeremiah Riley, of the staff. 

Present, representing Federal agencies: Col O. E. Thomas and 
Maj. Margaret R. Wharton, Munitions Board, Department of De- 
fense; Walter J. O'Donnell, manager, Office of Smal] Business, and 
John H. Sheehan, Reconstruction Finance Corporation; John S. 
Bartlett, field representative, and Emil P. Grenier, National Produc- 
tion Authority; Leo Hl. McCormick, assistant to the Administrator, 
and Endicott Peabody, Office of Price Stabilization; Daniel J. Young 
and Joseph E. Byrnes, General Services Administration. 

Mr. Muurer. This hearing will please come to order. 

The House Small Business Committee is pleased to be here this 
morning and is indebted to the Manchester Chamber of Commerce 
for its cooperation and its facilities which they have put at our dis- 
posal, in setting up this hearing and for the conduct of the hearing. 

I think it will be appropriate if I introduce to you those as who are 
here representing the House Small Business Committee as well as 
the various Government agencies that have top representatives here in 
order to help you solve your problems. 

On my right is Mr. Victor P. Dalmas, who is the executive director of 
the House Small Business Committee. 

On my left is Mr. Jeremiah Riley, a member of our staff. 

Then we have further to the left Mr. Endicott Peabody of the 
regional office, regional attorney for this region of OPS. Next to Mr. 
Peabody we have Mr. Leo H. MeCormick, who is the assistant to Mr. 
DiSalle, Administrator of the Office of Price Stabilization in 
Washington. 

Then we have Mr. John Bartlett of the Office of Small Business of 
NPA, from Washington, D. C. 
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Next to Mr. Bartlett we have Mr. Emil Grenier, Department of 
Commerce, NPA for New Hampshire. 

Mr. Grenter. 815 Elm Street. 

Mr. Muvrer. Going to the other side of the room, I won’t introduce 
Mr. McElroy, the president of your chamber of commerce, for we 
will hear from him shortly, wd you all know him. 

Then we have Mr. Waiter J.'‘O’Donnell, manager of the Office of 
Small Business, Reconstruction Finance Corporation, from Wash- 
ington. 

Then we have Maj. Margaret Wharton of the Office of Small Busi- 
ness of the Department of Defense, Washington. 

Then Col. O. E. Thomas of the same office of the Department of 
Defense of Washington. 

Next to Colonel Thomas we have Mr. Joseph Sheehan of the RFC 
local office, which is in Boston. The Boston office takes care of this 
entire region, which includes all of New Hampshire. 

Then we have Mr. Byrnes, who is in charge of the Federal Supply 
Bureau of the General Services Administration in the Boston office. 

Then we have Mr. Daniel Young, who is regional counsel for the 
General Services Administration for this area. He also makes his 
office in Boston, which takes in this area. 

Before I call the first scheduled gentleman to talk to us, let me 
tell you a word or two about the work of the House Small Business 
Committee. I am sure none of you expect us to deliver any defense 
contracts to you nor do you expect us to give you any materials that 
might be in short supply, that you may so badly need in your business. 
We have come here to hear your problems and to try to help you solve 
them. 

As you probably know, we have made many stops throughout the 
country in many States. We have heard the problems that confront 
small business. This committee over a period of many years, even 
though acting as a special or select committee, has almost had the 
stature of a standing committee because of the service that is rendered 
‘osmall business throughout the country over the years. 

Nevertheless, you must bear in mind it is net a legislative commit- 
‘ee, it is an investigating committee. Legislative committees may re- 
port to the House legislation which is then scheduled for action. We 
can only study the problems, gather the facts, and then recommend 
to appropriate legislative committees what action, if any, they should 
take, but far and beyond that, we, to an extent, exercise, I might sa 
a salutary control over the Government agencies, in that, as a result 
of our studies, as a result of the recommendations we make to these 
agencies, they can improve their facilities for helping you and, in 
many instances, will solve specific problems with the aid of the com- 
mittee and the cooperation of the committee and the various agencies. 

Small business has been variously defined. Our definition is that 
it varies from industry to industry and. if you are here to tell us your 
story, we will assume that you are small business. If we help you, we 
will be very happy to do so. If big business is represented here, I 
think we can help big business help small business by trying to get 
them together, as we have in several other areas throughout the 
country. 
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I will call on various representatives of the Government during 
the course of the morning to make further explanatory statements of 
their purpose, and I am sure that by the end of this session we will have 
accomplished some good. 
We will start the day’s session by asking the president of your local 
chamber of commerce, Mr. William F. McElroy , to speak to us. 


STATEMENT OF WILLIAM F. McELROY, PRESIDENT, MANCHESTER 
CHAMBER OF COMMERCE, PRESIDENT, MARION ELECTRICAL 
INSTRUMENT CO., MANCHESTER, N. H. 


Mr. McExroy. My remarks naturally will be short and few. For 
the information of the committee, 1 might briefly state that the State 
of New Hampshire with a population of somewhere around half a 
million, has only a few so-called business concerns. You can count 
them on one hand. The rest is made up of smaller units. 

You may know the history of Manchester. It dates back over a 


hundred vears. As a matter of fact, it goes back over 200 years 
previous to the name of Manchester. Sut it grew up around the 
Amoskeag Manufacturing Co. Because of many circumstances 


which have been thrashed out in the past, the Amoskeag folded 
up in 1936, actually the day before -Christmas in 1935, when they 
first applied for an opportunity to reorganize under 77—B, which 
most of you are familiar with. The Amoskeag Industries, a group of 
local citizens, purchased the properties, and attempted to rehabilitate 
it. In the 15 years they have been working, they have not only dis- 
posed of all the mill buildings, but all these buildings around here, 
which were formerly overseers homes or what we call the corporation 
where tenants lived who worked in the mills. During the 15 years 
they have established o1 help concerns to become established totaling 
around 152 and employing somewhere around 15,000 to 14,000 people. 
So they have made quite a come-back over what they were up against 
before. 

The largest concerns employ a few over a the usana. That Is Ih 
the millvard. The smallest probably three or four. But it ave rages 
from there on. 

The problems here are no different than in any city. We have a 
number of small concerns that are very much worried about what is 
going to happen and they are naturally looking for an opportunity 
to get into Crovernment work. | cannot speak for myself because 
my little concern is blessed the other way, ol cursed, whichever v ay 
you want to look at it. We have more business than we can shake 


a stick at. We are gradually helping other concerns to take up some 
of the burden. We have offered to the Government to teach any 
of our competitors to do some of the work we are doing to get the 
capacity the Government needs We trust that won’t last too long. 


The local chamber and the community here appreciate your coming 
to Manchester, and we hope it will result in good, that you will obtain 
information of benefit to all small concerns and that our represen 
tatives here from the different concerns will also obtain information 
thet will beneft them. 

We are glad you picked a good day to come up. Usually these 
hearings are held on pretty lousy weather. We have had a Jot of it. 


like everybody else, for the last few months. 
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I can assure you that anything the chamber can do to help you, we 
will be only too glad to do so. 

Mr. Mucrer. Thank you, Mr. McElroy. You and your company, 
the Marion Electrical Instrument Co., is rendering a real service to 
the country in the American way, as we know it, and as we like to 
preach it and practice it. 

Thank you again. 

I think it would be appropriate if we heard from Mr. Al Evans, 
representing the New Hampshire Planning and Development Com- 
mission, 


STATEMENT OF AL EVANS, NEW HAMPSHIRE PLANNING AND 
DEVELOPMENT COMMISSION 


Mr. Evans. I am sorry, gentlemen, that I have not had the oppor- 
tunity to prepare my information in duplicate, but I will do it in memo- 
randum form at a later date. 

Actually, you men are familiar with the duties of a State planning 
and development commission, because we have our counterpart in many 
other States of the Union. 

In regard to defense work, on December 6, after a State-wide meet- 
ing, we were given orders to start the ball rolling on a defense clear- 
inghouse program where our agency would act in conjunction with 
existing Federal agencies as a clearinghouse for information in assist- 
ing small business in New Hampshire. We have done that and through 
our information in our industrial directory, where, by the way, we 
have about 800 industries, eight hundred-odd industries, in the State 
registered with us, we are able to pass out considerable information 
which a number of the Federal agencies had forwarded to us. 

In addition to that, we made up a registration form and have sent 
out and have contacted between two and three hundred individuals 
who were definitely interested in procuring defense work, primarily 
subcontract work. These people we have assisted in many ways, par- 
ticularly in telling them where to go and how they can get certain 
information from Federal agencies and also helping them procure 
subcontract work. 

I believe that I can safely say that we have assisted about 30 indus- 
tries to date materially in obtaining subcontract work. 

To the others we pass general information and information in news 
letters on where they can obtain information. We have had excellent 
cooperation from Mr. Emil Grenier of the National Production Au- 
thority. Mr. Grenier and I have attended three different meetings of 
a clinic nature pertaining to defense work, disseminating information 
such as we have been able to gather and answering questions on the 
local level. 

In the course of our work around the State, there were several points 
that had been brought up that I felt could be brought out at this meet- 
ing today, and they are as follows: 

A number of the individuals in the State—the small businesses— 
are not equipped to tell the Federal agencies what they can do. In 
other words, at the original meeting on December 6, the information 
was passed along that, if you had a product that the Army wants to 
buy, they are interested in talking to you. Many of these people have 
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written to us and said, “We would like to know what the Army or the 
Navy or the Air Force wants.” About the only way we can feel that 
we can be of service to them in this respect is through exhibits telling 
them that they can see an exhibit at a certain place on a certain date 
of various parts, components or assemblies of certain parts, so that 
they will have an idea of what the Army, the Navy and the other Fed- 
eral agencies are interested in obtaining. I realize, that from a 
purely practical point of view, that is a pretty hard thing to do, be- 
cause it would require a huge auditorium; however, I am throwing 
that out to you gentlemen just the way we got it, and perhaps we might 
be able to do something about getting part of an exhibit up here. 

We are sending out a news letter on the open house in Boston, May 
14 to 18, which I think will materially assist some of the small busi- 
hesses. 

Another so-called gripe is Whether there is a policy or not on the 
notification of awarding of contracts by the Federal agencies. We 
do not know, however, if the smaller firms have reached the point 
where they are receiving notifications for bids and are bidding on a 
number of prime contracts at this time. Actually, the biggest gripe 
there, which we usually get by phone, is that we have been on a dozen 
contracts for ammunition boxes, for instance, and we have received no 
word as to how our bid stood with the rest. We do not know whether 
those bids have been awarded and, if so, who was the lowest bidder 
and where we stood in the bidding set-up, so that next time we bid 
perhaps we can more closely shave our price. Are we high! Are we 
low ¢ 

The third thing that was pointed up about 2 weeks ago was when 
a large textile firm in Rochester, N. H., called us and asked us if we 
could help them in a problem involving a prime contract on Army 
blankets. They had a prime contract of over $1,000,000. Their prob- 
lem was this: They had the contract. There was no question «bout 
it. They are one of the most efficient mills, machinewise, in this sec- 
tion of the country. They had ordered their wool. Their wool was 
in Boston and was waiting for them. However, they were assured 
by the Quartermaster Department that they would get an advanced 
payment so that company could buy that wool and pay for that wool 
at that time. They could not acquire that wool without a partial 
payment, and that patrial payment amounted to about $250,000. The 
total material cost was about a half a million dollars 

They were quite concerned because their quota called for immediate 
production and, at that time, they were not able to start the produc- 
tion because the wool was still there and the jobbers would not allow 
them to accept that wool unless they did have at least a partial 
payment. 

The Reconstruction Finance Corporation was in the process of loan 
ing them the money, and they were assured that the money would be 
loaned: however, what they needed at that time and what they had 
received from the Quartermaster was the assurance that they would 
get an advance payment, which they did not get. 

That instance may come up again, and I am just passing it on to 
you gentlemen because, if that is the policy, and it is not so, we would 
like to know about it, so we can inform our manufacturers. 

The other point—and it is the last statement that I have to make— 
is not a gripe. I do not think that you gentlemen can do a thing about 











1788 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


it, but perhaps some of the services may know—some of the gentlemen 
may know—that is, it seems in New England and in New Hampshire 
particularly, we have an overwhelming number of subcontractors and 
not enough prime contractors. I think that is true particularly in 
the metal-working fields. That seems to be borne out in meetings I 
have attended in Boston and in New York, that this area does not 
have enough prime contractors to feed the numerous local subcon- 
tractors. 

I understand, merely through rumor, that the Air Force is trying 
to do something about that and trying to interest some of the prime 
contractors in the Midwest to come here and seek subcontractors for 
some of their work. I hope they will continue and perhaps we can 
get some of those men to come here and sit down with a group, say, 
in Boston or elsewhere, so they can know what their needs are. 

I believe that is all I have. 

Thank you very much. 

Mr. Mctrer. Mr. Evans, just remain there for a moment, please. 
We are going to try to answer some of the matters you have raised. 

You have already indicated that you know it is impossible for the 
Defense Department or any of its subdivisions to notify subs or 
primes that they need these particular items and ask whether they 
can make them. They will have to seek that information out for 
themselves. 

If vou have seen any of the booklets put out by the various agencies, 
you know it takes days of reading to find out if you have an item 
there. So we rely on the ingenuity and the imagination and the ini- 
tiative of the primes and the subs to present their facilities and their 
ability to serve to the various procurement offices. 

Of course, as you advised, the thing to do is to list themselves with 
all the procurement agencies throughout the country, because the big 
proportion of the buying and procurement is diversified as much as 
possible with as little as possible centralized in Washington. While 
an agency may be in Chicago, Dayton, or even on the west coast, they 
do send invitations to bid and negotiations throughout the country. 
The mere fact that they are on the other coast does not prevent your 
people here from getting contracts, and the same applies to primes. 
They will let subcontracts at distant points, too, and many of the 
prime contractors are crying for aid from small business by way of 
taking subeontracts. 

On the question of exhibits, the Air Force is setting up exhibits 
throughout the country where primes are invited in to set up the 
various items that they can subcontract, and the subcontractors are 
invited into those exhibits, so that they can see them and visualize 
the various things that they might be able to do. At those exhibits 
there are persons represent ing the prime contractors who can discuss 
the items inelligently from the engineering angle and from the pur- 
chasing angle with those subs who may he interested. 

In addition to that, I will ask Major Wharton, in a moment, to tell 
you about the exhibit that is to be set up to be held in Boston for the 
purpose of acquainting primes and subs with the items they may be 
able to make. . 

The question of notice for invitations to bid in ample time—that 
problem has been presented to the committee in various places 
throughout the country, and I think the Defense Department and its 
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various subdivisions. as well as the General Services Administration, 
are now aware of that, and they try to give as much time as possible 
with the supporting information to those who can qualify for the 
particular work. 

On the question you raised, the specific quest ion, about the advances, 
the law provides very spec ifically for advan es on contracts to primes 
and to subs on application of primes, so they can finance their con 
tracts without borrowing money. 

I would like to have from you the name of the company and the 
related information, such as bid number or contract number, and the 
date, and so forth, the office through which the procurement for the 
award was made and the names of the persons who were contacted, 
what finally happened to that contract. 

Mr. Evans. As far as 1 know, they were able finally to get outsicle 
financing as a stop-gap before they got their RFC loan. I was unable 
to contact them yesterday when I called, but I will send you that 
information. 

Mr. Murer. We would like very nite h to have it because from what 
you have said it presents a typical situation where the procurement 
office should have made the advance and it should hot have been heces 
sary to get private loans or RFC loans. RFC is still on a peacetime 
basis, but I will let Mr. O°Donnell later tell you more about that. 


] 
| 


As I have said, there Sa spe nt a thorization in the law for the 
pre cureinent ofhes that mikes the comn Iitment to } mke ay advance, 
If there is a good reason why that procurement office did not make 


that advance, we will want to know 


will find out the whole story so as to prevent a repetition of that 


. If you give us the facts, we 
kind again. 
Mr. Evans. I will be glad to 

Major Wu ARTON, | elieve | have an answet to some of those thu vs 
As to that purchase, if that was very recently, within the past few 
weeks, the Quartermaster has been forced to cancel a great many 
procurements, over >200,000.000 worth of procurements which we e 
planned and were coming to New England, because money was not 
available. Those procurements will be made later. but at the present 
time, thes have no money. They could not advance any money to 
your comipanhy ol aly othe Company. : . 

Mr. Muurer. Let's put the blame for the lack of appropriations 
where tt belongs. If the ¢ OngTess didn't appropriate money, that is 
where the blame belongs. 


Mr. Wuarron. That is right. When the appropriation came up to 
be made, it was not passed. 

After that quarter, when new money is appropriated, some of 
these procurements which were planned for New England will still 
come to New England, and a great many of those procurements were 


} 
| 


textiles, leather goods. and products which are made right here in 
the New Eenland States. I am afraid that is the answer to this 
question. 

Mr. Muurer. i am afraid that is not the answer to his specific prob 
lem because, if it were, that award would have been recalled or the 
contract would have been canceled. 

Major Wauarron. When was delivery to be made / 

Mr. Evans. Starting the end of April, 10,000 blankets would be 
delivered the end of April and 5,000 blankets per month. 
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Major WHarron. When were they to be paid for? 

Mr. Evans. I do not know that. I assume from what I understand 
of the history of the firm in this particular instance, they requested an 
advance of about a quarter of a million dollars, and then they would 
be paid monthly. 

Major Wuarron. I am surprised they were able to fulfill the con- 
tract. Almost all of those contracts were canceled. I would like very 
much to have the specific information because the Quartermaster told 
us just last week they had to cancel a great number of contracts, and 
they named them specifically, and blankets was one of the largest 
contracts. 

Mr. Evans. That may not have been canceled because this is one of 
the best equipped plants for blanket manufacture in the United States, 
and the most modern, and they were highly pleased with the equipment 
and financial background of the firm. 

Mr. Mutrer. Will you dothis, sir? Get all the detailed information, 
send it in in duplicate, one copy to Mr. Victor Dalmas, executive 
director, House Small Business Committee, House Office Building, 
Washington, D. C., and the other copy to Maj. Margaret Wharton, 
Munitions Board, Old Post Office Building, Washington, D. C. 

Major Wuarron. That is room 334. The office name is Military 
Procurement Information. 

Mr. Murer. Then the major will follow through and get a few 
reports for us and we will advise you in due course. 

Mr. Daumas. Mr. Evans, when that contract was made, did the 
Quartermaster assure this concern that the advance would be made ? 

Mr. Evans. Yes, sir; they did. Officers from the Boston quarter- 
master—that was through the New York quartermaster—as I under- 
stand it. assured them. 

Mr. Muvrer. In writing? 

Mr. Evans. Ido not know that. I have never seen anything in writ- 
ing. I was under the impression it was verbal. 

Mr. Mcvrer. Will vou try to get the name of the man who made 
the commitment if it was oral or a copy of the writing? 

Mr. Evans. I will try, sir. One officer who did everything he could 
possibly do, Colonel McKenney, assisted him in every way he could 
up to Washington. I do know their request for the advance went to 
Washington and it was in Washington that it was stopped. That is 
why I have a sneaky suspicion that was stopped for that reason. 

Major Wuarron. Lamafraid so. TI have the list. It 1s $206,000,000. 
Most of that was coming to New England. That is one of the big 
items. Even though they had told people they were going to buy and 
had money, they were unable to complete specific commitments. 

In answer to some of your ot her statements, there are some perma- 
nent exhibits to be set up in this area. The Boston Naval Shipyard 
in South Boston is going to have a permanent display of products 
which they will be able to purchase and are interested in purchasing 
from small business. It will be items which a small-business man can 
make and supply the Boston Naval Shipyard with. 

There will also be, and T believe already is, a very good display in 
the Boston ordnance district office at the Boston Army Base. 

Also, there is a display at the Watertown Arsenal in Watertown, 
which is a permanent display of equipment. 
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The Air Force is having these displays which the Congressman has 
already mentioned. They will be very thoroughly publicized. They 
will only be temporary displays. They will take about 3 or 4 days. 

You already know about the show which is beginning the 14th of 
May in Boston, and I believe you said you would publicize it very 
thoroughly. 

Mr. Evans. Right. 

Major Wuarron. Of course, that is sponsored by all the various 
Armed Forces agencies, and I have been told that they may ask some 
of the other governmental agencies to come in with them to show the 
products which they are very interested in having small business pre- 
pare and make for the Government. 

If you need any additional information, there is a representative 
here today from the Boston Ordnance District who would be happy, 
I am sure, to help you. 

Mr. Murer. Before we continue, Mr. Evans, may I interrupt the 
proceeding long enough to present to you a very distinguished mem- 
ber of our committee, Mr. Walter RiehIman of Syracuse, N. Y., who 
now sits on my left. 

Mr. Rreniman. In addition to the exhibits that the major has re- 
ferred to and the so-called Thomas plan which is being followed by 
the Air Force throughout the country. I understand the Defense De- 
partment is now considering reviving a plan they used rather success- 
fully during World War IT; that is, to set up a traveling exhibit which 
would be participated in by the Army, Navy. and Air Force and would 
go throughout the country, showing the various items that business 
could make for the Government. I think that is still in the planning 
stage. 

Mr. Daitmas. I think you had some other questions. 

Mr. DAaLM AS. Mr. Evans, vou stated that out of 900 concerns in New 
Hampshire, 200 of them indicated their interest in defense work, and 
that vou had been successful in securing contracts for about 30. I 
think it would be very useful to the committee and to others to learn 
how an industrial planning commission of a State goes about helping 
those eoncerns other than by the information you give them. ] im 
agine you made contacts. Would you mind deseribing that in a little 
detail for us. 

Mr. Ky ANS, No, Sir. Perhaps | grave you the wrong impression. 
Actually we have about 840 industries in this State registered with 
us. That is about the total in the State. In addition to that there 
were a number of wh it we consider small business, any where from 
~ to 10 people, Vv ho were never registered with us as bona tide mantu- 
facturers, vou might say, but, since the Korean situation and the 
defense production program have more o1 less sprung up and they 
have just a few machines, we have suggested that these various small 
people group together, which they have done in more o7 less of A 


pool. In some inst ices The have even enlarged their facilities. 
| a , 

So we have approxim ately S40 plus the two or three hundred extra 
who have registered with us. The two or three hundred extra are for 


the specific purpose of getting defense work. 
We treat them alike. whether they are permanent manufacturers 


or more or less newcomers on a temporary basis. The first thing 
we did was had them fill out this registration form. For a while we 


had very brief information, general description, on our S00 manu 
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facturers. We had no detailed information as to what their poten- 
tial was in manpower, what their space was, what their machinery 
was. We could not judge whether they were capable of doing close 
tolerance work or not. We did not know whether they had a source 
of kiimed dry stock, for instance. 

The more information we have on them, the better. We have urged 
that they contact Mr. Grenier, and we urge they fill in in detail, 
as you gentleman suggested, information and send it to other Fed- 
eral agencies. In addition, we have circularized the entire New Eng- 
land States and have sent self-addressed cards to about 300 manu- 
facturers whom we consider potential prime contractors. That doesn’t 
mean that they have prime contracts now. As a result of the letter 
which we sent them and the post cards which we sent them, we got 
back asurprising number of replies: 

“Yes, we are definitely interested in contacting some of your men 
for subcontracting purposes.” And they stated—we had them check 
it off—whether they were interested in light metal work, castings, 
machine tools, machine turning, woodwork or flat woodwork. As a re- 
sult of that, we have had considerably increased activity on the part of 
the smaller businesses. 

In addition to that, there is a letter from a firm on my desk in 
Gogden, Mass:, which is interested in finding out the names of 
some of the firms that can do very close tolerance work. It is a 
rather ticklish job that they require and only a few firms in the State 
can probably do it. 

With the information we have, we can call that gentleman up and 
give them the names of possibly a half dozen firms in the State whom 
we know at the present time to have the capacity and the manpower 
and the time to do the work as well as the experience and financial 
background. 

So we are acting in between. We have received in the past 2 months 
a number of inquiries where people can get wooden component parts, 
presumably for the Armed Forces program. Some of them do not 
say. 

Mr. Daumas. It seems a very useful service you are performing. 

Major Wuarron. Mr. Chairman, I have one statement. Mr. Evans, 
vou made mention of the fact that vour firms would like to know 
how they stood on these bids they put in. There is an office in the 
Department of Defense which is called the Army Bid Information 
Otlice. If they are Army bids, they may write to that office and ask 
what their position was on the list of bidders. 

Mr. Evans. Is that in Washington ¢ 

Major Waarron. That is room 332, Old Post Office Building, 
Washington. If they have bid on Navy contracts, the only way 
they can find out their standing on those is to write directly to that 
purchasing officer who is purchasing and request that he tell them 
how they stood, and the information is available. 

Mr. Evans. In one instance they did do that and were informed 
that the Navy was not in the mail order business and could not send 
out that information. 

Major Warton. Sometimes the Navy is not hi appy in giving out 
that information. The Army is set up for that particular purpose. 
Sometimes it is a negotiated bid entirely, whereas only the purchas- 
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ing officer will have the information unless it is $25,000 or above. 
As you know, I am sure you are familiar with the Department of 
Commerce publications, that weekly release which has all of the bids 
whether they are 825,000 or above. 

Mr. Evans. Yes. 

Major Wuarron. If you have any other specific questions which 
I can answer today before I leave, I will be glad to go over them 
with you. We have a great deal of material which might be of help 
to you. If you give me your address and name later, we have certain 
publications put out specifically to aid a small businessman in his 
dealings with the Department of Defense. One of them is a brand 
new publication which is an index of military purchasing officers 
and gives the main purchasing offices throughout the United States. 
Another one is on How to Sell to the United States Army. That 
publication in its latest edition includes the index of purchasing 
offices. There is one, How To Sell to the United States Air Force 
and one How To Sell tothe Navy. 

These list the various agencies and tell generally what they buy. 

Mr. Barriurvr. It might be of general interest to announce that 
the local office of the Department of Commerce has compiled a 
list of prime contracts awarded in the State of New Hampshire since 
January 1. ancl it proposes to Mhaintain that list up to date. 


r. GRENIER. At our office the synopsis of the words which the 
Hiajor mentioned is available at any time you wish to come in. I 
also have SVhopses ot pron irement that i only for | ids, and people 
who wish to have copies of that may have it. 


The Major also mentioned how to do business with the Govern- 
ment, how to sell to the Government. I have publications from the 
Department of Commerce on that at our office available for cistri- 
bution. 

Mr. Muwrer. I am sure that in addition to the primes that are in 
New Hampshire, you are also trving to get, so far as possible, the in 
formation on primes no matter where they are located, who can be 
helped by subs in New Hampshire. 

Mr. Grenier. Yes, sir. What I have done specifically in my office 
is to underline for ri purposes those of New Hampshire anda check 
those of New Kngl wd. January l. on S29.000 o1 over, Ne W Hampshire 
has over 52 prime contracts and New England has 933, or roughly 
speaking—these are unofficial statistics—about oly percent of the 
prime contracts awarded throughout New England are in New Hamp- 
shire. As I understand it, New England has about 10 percent of all 
prime contracts awarded in the United States, something thereabouts, 

Mr. Murer. | think that 1s our information up to the present time. 

Mr. Damas. Is that dollar value or number of contracts? 

Mr. Grenier. Number of contracts, The synopsis of awards gave 
the number of items on the contract and the price. At present it 
only lists the procurement agency, the prime contractor’s name, and a 
brief des« ription of the item. No more is the other information avail- 
able. 

Mr. Murer. We are trying to get that changed so, except where 
security reasons dictate otherwise they will vive the full information 
as to dollars and description of items. 


ROL67 1 pt 2 28 
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Mr. Grenter. That will help the small-business man insofar as he 
uses it as a guide for future bidding. 

Mr. Muurer. Mr. Byrnes of General Services, which should not 
be overlooked. 

Mr. Byrnes. I should like to mention, too, Mr. Grenier, whom I 
know, insofar as you have available those synopses from the Depart- 
ment of Commerce with respect to the General Services Administra- 
tion, I do have in my office invitations to bid sets as listed in there, 
and they are available to any of your members or businessmen here 
merely by phoning or writing tome. I speak for the General Services 
and that covers all our offices throughout the country. 

Mr. Mutter. You gentlemen who are interested in selling to the 
Government, in addition to the Army, Navy, and Air Force, General 
Services buys for the Government and for the Defense Department 
stated items. So do not overlook listing yourselves with General 
Services and being in touch with Mr. Byrnes, who will try to help 
you as far as possible along that line. 

It might be well if Mr. O’Donnell told us something about what 
RFC does to fit into the picture today, and what we hope will happen 
in the near future. 

Mr. O'Donnewi. Mr. Evans has already indicated that this concern 
was successful in getting an RFC loan. You are aware of the pro- 
cedure necessary. Our offi e is at 10 Post Office Square, Boston, and 
serves the New England area. The gentlemen there are fully aware of 
the extent to which the RFC may operate under its law, but, over and 
above that, we are fully aware of the other facets of Government 
financing under the Defense Production Act. If you write or drop into 
the office, they will be able to help the businessmen of New Hampshire 
one way or the other under these various facets of Government 
financing. 

Mr. Mutrer. Do you want to advise them about S. 998, because they 
may still be getting turn-downs from banks when they go for loans. 

Mr. O’Donnetx. The banks have not entered into the V-loan whole- 
heartedly because of an opinion of the Comptroller General which has 
the effect of placing a contingent liability on the banks long after the 
transaction is complete. This matter is being corrected by legisla- 
tion. A bill has been introduced both in the House and in the Senate. 
The Senate bill has been reported favorably out of the Banking and 
Currency Committee in the last few weeks. It is expected that that 
will receive expeditious action on the part of the Congress. In the 
meantime, in an effort to assist the small-business man immediately 
to solve his problem of financing, in connection with a prime or sub- 
contract, a recommendation has been made through channels, and 
will ultimately get to the President, for an amendment of an Execu- 
tive order which will permit the RFC to make commitments pred- 
icated upon receipt of a contract. That will permit the small-busi- 
ness man who does not have the financial stature to go to the Army 
and say, “I am assured of financing by the RFC,” and he can bid 
on the contract and then, having obtained it, we have already agreed 
to finance it. However. this is not in effect. It is being considered 
ot the moment by the Bureau of the Budget. If the President signs 
it. we are all satisfied that it will be of very great assistance to the 
small-business man, 
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The House Small Business Committee, in the person of its chair- 
man, Mr. Wright Patman, has very strongly recommended that this 
Executive order come into being and be made effective, but it has not 
up to this point, and we hope it will be soon. 

Mr. Datmas. You might remember the number of that order. It 
is Executive Order No. 10161. 

Mr. Mvuurer. I understand the Department of Justice has within 
the last few days handed down a ruling under which, if it is complied 
with, small business now can legally make these pools, enter into 
these pools, that you talked about, so that they can without any diffi- 
culty or fear of prosecution, consolidate their facilities and take prime 
contracts, 

Mr. Evans. I understood there was something coming down. 

Mr. MULTER. That is now promulgated. 

H. R. 1600 and other similar bills introduced by various members 
of the House Small Business Committee is unanimously sponsored 
by the House Small Business Committee and sponsored by various 
Members in the other body, by several Senators. We hope very short- 
ly to get a hearing on it and, if we can enact that bill into law, it will 
accomplish many of the things you had in mind. The Senate bill is 
S.533. The House bill is H. R. 1600, 

The corporation which will be brought into being is the Small De- 
fense Plant Corporation. It requires it to take an inventory of all 
the facilities of small business, help them with financing. More than 
that, it is required to channel contracts into small business, both by 
taking the contract as the prime contractor without profit, however, 
to the Corporation, and then breaking it up into small parts and par 
celing it out to small business, and also permits it to direct primes to 
channel their business into subcontractors, into small business. 

It has been the very determined effort to the Small Business Com- 
mittee of the House to try to prevent the expansion of big busi- 
ness by adding new facilities as long as small business has the facili 
ties with which to do that work and fill those contracts. That policy 
has not been adhered to in many instances by big business, but we are 
aware of the problem and we will continue to do what we can to chan 
nel that business into the existing facilities. 1 mignt make this com 
ment with reference to what Major Wharton said about cuts in appro- 
priations, As you probab ly know, and sone of you have probably 
done it. too. there has been tremendous pressure brought upon all 
Members in both Houses of Congress to economize. The result is that 
economy is striking into the wrong places in many instances. You 
heard how New England wits supposed to vet several million dollars’ 
worth of contracts and, because the appropriation was cut off, it 
wasn't available. If we do these things that we must do. we have to 
have money. and vou cannot cut the budget and at the same time do 
all the things you would like to have done. 

One other comment: This is not so much with reference to your 
statement, Mr. Evans, but I overlooked mentioning w! 
I think the only fair thing that we can say that the New England 
Council of Small Business is entitled to much credit for its work. Its 
Mr. Noonan and Mr. Maloy are with us today. They have been with 
us at the other hearings. They helped us set up the hearings in the 


en we opened. 
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New England States, and they are doing a good job in cooperation 
with your organization and other organizations in New England, 

Thank you very much, Mr. Evans. 

The next witness will be Mr, Philip S. Dunlap. 

Give the reporter your address. You are the president of the New 
Hampshire Auto Dealers’ Association, Concord, N. H.¢ 


STATEMENT OF PHILIP S. DUNLAP, PRESIDENT, NEW HAMPSHIRE 
AUTO DEALERS’ ASSOCIATION, CONCORD, N. H. 


Mr. Duntar. That is correct. 

Mr. Muvrer. I see you have a prepared statement. If you wish, it 
will be made a part of the permanent record. Instead of reading the 
statement, if you choose, you can briefly pose the problem to us. 

Mr. Duntarv. Mr. Chairman, first 1 would like to thank the com- 
mittee for giving us in New Hampshire a chance to tell you some of 
the things we think area problem. As an automobile dealer, a Lincoln- 
Mercury dealer, 1 represent my business and in the capacity of presi- 
dent of the association, which has approximately 300 members, I think 
I speak for all or practically all of the new-car dealers. The auto- 
mobile dealers are principally concerned at the moment with the regu- 
lation W, the Federal Reserve Board credit restrictions. We realize 
that at the time these restrictions were imposed, there were inflationary 


curbs needed. The production of new automobiles was substantially 


below the level of demand. 

Directly following the Korean War and for a short time there was a 
shortage of new automobiles, 

At the same time, there developed in the minds of a lot of used-car 
businessmen the idea of buying up good automobiles against the day 
when new cars would not be available. Then, as you know, produe- 
tion records in the automobile industry have continued at an all-time 
high. Where we expected a lot fewer cars, actually, what has hap- 
pened, the industry has produced in excess of 50,000 units per week 
more each week in the first quarter of this year than they did in the 
corresponding weeks of last year when they had a 6- million-ear year. 

It is our contention that the regulation should be geared closely 
to the situation at any given moment. We do not be lieve that controls 
should be removed completely. We think that the terms of the Federal 
Reserve Board Regulation W should be elastic enough so that, when 
you get a tremendous inventory situation of used automobiles which 
are standing idle in dealers’ stocks, who are unable to meve them 
simply because the little fellow who has a use for a good used car 
cannot pay $70, 850, $90 a month, and cannot buy it. The automobile 
serves no good purpose standing in a dealer’s lot, and it should be 
replacing the terribly outwern vehicles that run back to the prewar 
days. 

In this little State of New Hampshire, in a recent poll that. we con- 
ducted for our own information before we knew that we were going 
to have an opportunity to present the problems to you, to this com- 
mittee, 125 dealers reported they had better than $1,500,000 worth of 
used-car stock. If you project that percentage to the membership of 
the association as a whole, you get roughly $5 million worth of inven- 
tory, Which greatly exceeds a normal used-car stock. We believe that 
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so long as new cars continue to be available in reasonable quantities 
and so long as there is absolutely no evidence of any overselling there 
is no point to continuing to restrict the terms to the point where the 
used-car buyer who needs essential transportation should have to 
continue to run a vehicle which is not safe. It isn’t good for the 
economy of the country or the morale of the community. 

Finally, I would like to say that we are greatly concerned as an 
organization and as individual business members with the proposed 
new excise tax, as it may affect automobiles. 

In a $2,000 automobile, there is roughly $475 worth of taxes, when 
vou include Federal, State, and local. If the proposed excise tax is 
passed, it will increase the Federal tax approximately 185 percent 
on a new automobile, raising the total tax, as it would apply to sales 
in this State, at least to approximately S675. When, in a $2,200 auto- 
mobile, you have a tax of almost a third buried in the price of the 
car, we submit that the automobile is carrying a much heavier burden 
of total taxation than any other commodity. 

I think we can say that we are wholeheartedly behind the Govern- 
ment’s effort to conserve vital materials. If that is what reculation W 
is supposed to do, then we are wholeheartedly in favor of that part of 
it that does that job. But when production continues at these tre- 
mendous levels and inventories back up, in our judgment, that is not 
sound, healthy business. 

Again I say, thank you very much for the opportunity of coming 
here. 

Mr. Murer. Mr. Dunlap, I would like to have vou, if you can, sup 
ply to this committee a breakdown of your $675 worth of taxes. We 
have had that figure presented to us at various hearings throughout 
the country, and at each of them I attended, I asked for a breakdown. 
I haven't seen it yet. I would like to see it before we conclude our 
hearings. 

Mr. Rreniman. At the present time you estimate in your statement 
a $475 tax. Then $102 is what you anticipate may come from ad- 
ditional excise taxes: is that right ¢ 

Mr. Dunxiar. That is not the way it should be. 

Mr. Rren_man. I beg your pardon. It is $102 that you say is now 
the Federal tax. 

Mr. Duntap. Yes. 

Mr. Murer. Then he estimates it will be S675 in taxes all told on 
a $2,000 car if the increase should be voted by the Congress. Without 
attempting to pass the buck, let me tell you where your problem should 
be presentd. It has been or will be presented to the Federal Reserve 
Board with reference to regulation W, and your problem with refer- 
ence to the excise taxes should be presented to the Ways and Means 
Committee, which is in charge of that. The Ways and Means Com- 
mittee usually reports tax bills to the House under what we call a 
closed rule, so the House cannot amend a tax bill. If you are going to 
get relief, you will have to get it from that committee before it reports 
that bill. 

Let me ask you, sir: You said something about no used cars being 
sold over ceiling. How close to ceiling are your used cars being sold 


nthis area’ Are you getting ceiling for them ? 
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Mr. Dunuar. I would guess anywhere from at ceiling for cars that 
have almost no utility—l am speaking now of 1935, 1936, and 1937— 
up to $300 below ceiling for 1949, 1950, and 1951. 

Mr. Mourer. What percentage of the price would that be off the 
ceiling ? 

Mr. Duntap. I do not know that. I cannot answer that accurately, 
but it would be my impression that probably 9 out of 10 cars that are 
being sold in this area currently are being delivered substantially below 
the OPS ceiling. 

Mr. Muvrer. And the ceiling on used cars, however, has effectively 
put an end to selling of new cars as used cars over ceiling ¢ 

Mr. Dunuar. I would say “Yes.” There was no evidence of that in 
this locality. We did not see any evidence of that here. If it was 
apparent in other areas, I would guess it must have been done, because 
you do not find dealers coming in here from New York, New Jersey, 
and Connecticut, attempting to pay list prices for new automobiles. 
They are not offering that kind of prices. 

Mr. Murer. I know you had a good history through most of New 
England through World War II of very few violations in the auto- 
mobile industry of ceiling prices, and I am sure that will continue 
now, too. 

Let me ask you about your tire situation. New cars are now coming 
through without a spare tire. 

Mr. Dunuap. That is correct. 

Mr. Muvrer. Are any new cars being delivered without a spare tire ? 
In other words, has the dealer ample supply so as to sell that new 
tire for a new car as a spare to the new car owner ¢ 

Mr. Dunuar. I think that I can answer that in the affirmative. I 
think that most dealers have a reasonable supply. Noone has any huge 
supply and there are certain tire sizes that you just cannot find. We 
had the last carload of cars and in order to deliver two of the cars that 
“ame in the load we had to take a set of white-wall tires off a car that 
we had in the showroom, a display car, put those onto a demonstrating 
car and then, in turn, we took the four cars that came on the load and 
put a spare tire in each one of those cars. 

Mr. Mutter. In several places the committee heard complaints that 
new tires were not being available to the usual sources of retail dealers 
and were being kept, more or less, in company-controlled retail out- 
lets. Have you any such situation here? 

Mr. Dunuap. I do not think that I can accurately answer that. I 
know that whenever tires become a little bit hard to get, people can 
go to company-owned stores and buy them at retail, maybe where we 
cannot at wholesale, but whether that is a flagrant violation of moral 
good business tactics, I do not know. I do not think that it probably 
is. If the store has 50 in stock and they normally have 500 and they 
normally wholesale all but 50 and they are keeping the other 50 for 
retailing 

Mr. Mucrer. If we are going to stockpile rubber and thereby shorten 
the supply of tires, we have to do something about the situation so 
that the usual sources of supply are kept supplied and the manufac- 
turer does not keep it for himself and thereby put out of business the 
retail dealers. 

Mr. Duntap. It could get to that point and very quickly if this 
4-tire edict prevails for any length of time for new cars, because 
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the retail automobile dealer is going to have to use his normal supply 
of tires to equip the automobiles when he sells them and will not have 
any left for replacements. That situation could exist very quickly. 

Mr. Muvrer. In view of the complaints we got on the tire situation 
elsewhere, I was surprised to hear on the radio this morning in your 
town one local company advertising they had an ample supply of tires 
on hand, to come in and get them. 

Mr. Dunxap. Frankly, gentlemen, there is an ample supply the way 
the business is conducted in this State. There is an ample supply 
currently, and I cannot say this definitely, but there is probably an 
ample supply of tires and there certainly is an adequate supply of new 
automobiles being sold properly equipped. ‘There is an oversupply 
currently of used cars. I think the general level of business ethics 
here is high, so you do not find so-called bootlegging or gray-marketing 
activities as quickly here as you might somewhere else. That, in turn, 
is one reason why we believe so strongly that a flexible regulation that 
will permit a normal flow of new and used automobiles within the com- 
munity is a healthy one and that under the current tight restrictions 
there comes a day when a little automobile dealer with $50,000 worth of 
used cars has to sell fast. 

What happens in that case’ He has to look for some fellow who is 
going to come in and maybe divert a lot of useful transportation out 
of this area. It is an unloading proposition if it goes to an extreme. 
His bank credit and financing does not permit a 150-car dealer which, 
is a good-sized dealer in this State, to stockpile several hundred used 
cars. He has to keep them moving, and they should be moving in this 
community. 

Mr. Rreuiman. Mr. Dunlap, if regulation W were modified to 18 
months, let us say, extended to 18 months, do you, in your opinion, 
believe that that will eliminate the problem confronting you with the 
used cars today ¢ 

Mr. Duntap. To a very great extent, in my humble opinion, 18 
months for a good used car would permit the fellow who can afford 
to spend $45 to $50 a month to have transportation. Let me take a 
minute to tell you about an isolated case. A man called me yesterday. 
He has a “39 automobile. The car is practically useless. Every time 
he goes from Concord to the Portsmouth Navy Yard, where he is 
working currently, he is worried about getting home at 1 o’clock at 
night. That is when the shift changes for him. The man has no sub- 
stantial cash reserve and he must use as his down payment that 1939 
automobile which, from a retailer's point of view, is practically 
useless. 

So, if we allow him $150, we are being very charitable. We prob- 
ably would junk it for $56. The only thing that man can reach, under 
the current restrictions, is a 1939 or 1940 car that may be good enough 
to be sold for $350 or $400. The man’s current income would permit 
him to own a 1946 car that he would pay $650 or $700. He could pay 
the monthly payments of $35, but he cannot pay, under the current 
restrictions. the $55 or $60. So he must stay back in this inadequate 
transportation category. It is an imposition on him. At some point 
there will be more expense involved in it for him when he breaks down 
and has to walk home than it would be if he could spend $45 or $50 a 
month for a good used car. But he cannot spend $60 or $70. That is 
what the regulation is imposing on that group of buyers currently. 
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Mr. Rrentman. I know every one of us is interested in seeing that 
transportation is available to those who need it, particularly those in 
defense plants, and who need it for their daily livelihood. 

There is another question that is in my mind, too. We are definitely 
interested in this spiral of inflation, and I think your statement was a 
few minutes ago that the price today is below the ceiling on used 
cars. 

Mr. Duntap. That is correct. 

Mr. Rientman. What would you have to say with respect to that 
price moving up to the ceiling immediately if these regulations were 
changed ¢ 

Mr. Duntap. I do not believe, sir, it would move up immediately. 

Mr. Rren_man. If a car was selling for $200 under the ceiling, 
the fellow who was buying it on 15 months previously, would be just 
as badly off under the 18-month plan. His terms would not be better. 

Mr. Duntwapr. It is not being sold at $200 below ceiling. The stock 
is stagnant. If it were selling at any price, so the dealer knew what 
to allow for the used car, the right price for a used car being what it 
will sell for, if it doesn’t sell within $500 of the ceiling price, that is 
too much to allow. 

Mr. Muvrer. Mr. Riehlman’s point is, if I may, if you are going to 
increase the demand by cutting down the credit restriction, as your de- 
mand increases, your prices are going up; therefore, you are going 
to burden the man with the same amount of payments, except he will 
have to make them over a longer period of time. 

Mr. Dun ap. That is completely accurate up until the time where 
you have no inventory, so that competition does not prevail. Right 
now competition would prevail at $200 below ceiling, and there would 
still be an adequate supply so long as the industry continues to build 
at the rate they are now building new automobiles. If the industry 
reduces the number of new automobiles in production, then IT think 
that it is logical to stiffen your credit terms to bring out the surplus 
of the overabundance of buying capacity. But when we have gone 
to the other extreme, we have stockpiled these automobiles. If they 
should be stockpiled against 6 months or a year from today, when 
there is no new-car production, and they are going to be needed then, 
then that is something that we little-business men do not understand. 

From all we can gain from our factories, we will have a big pro- 
duction year. Even with all the Government restrictions and all the 
procurement headaches, the industry tells us dealers we are going 
to have a big production year, and certainly 8,000,000 cars in a year 
is a tremendous production year. The industry is producing in ex- 
cess of that in the first quarter of this year. Even if production is 
cut 25 percent today, we still are going to have a tremendous pro- 
duction year and plenty of used cars, but they are not going to be 
in the hands of the retail customers, because they do not have the in- 
come to pay the price that the schedule requires them to pay. 

Mr. Rrentman. I am not arguing against the extension. I am 
not saving Iam for or against it. But we are definitely after informa- 
tion, and T suspect in the minds of those who decided on the 15-month 
terms, they were reasoning along the lines that I suggested here that, 
if an extension was given, the demand would be greater and the price 
of cars would go up, and the thing they were primarily interested 
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in was keeping the price down and keeping the spiral of inflation 
down. 

We definitely want information from those who are close to it and 
have concrete illustrations to give us with respect to it. 

Mr. Dunwap. That was why we agreed with the regulation, the 
principle of the regulation. That was fine. If the production of new 

cars was substantially lessened, so that people who would normally 

buy a new car would buy a top-grade used car, then that might move 
this stagnant inventory. But it isn’t good for the morale of the com 
munity for a dealer to hold used cars to the point where he takes big 
losses because, when he does sell retail, he isn’t in the position to prop- 
erly service and stand behind the car. He should keep his inventory 
moving in a normal manner in his own community. 

Mr. Rrenitman. | am sure that we as member of the Small Business 
Committee are interested in the operation of small industry and we 
want them to be in a profitable position, because we need taxes for 
the Government. We do not want the automobile industry to be sell- 
ing used cars at a tremendous loss and thereby cutting down their 
income so they wouldn’t be making a substantial profit, which we are 
interested in every business having such opportunity. 

Mr. Murer. You think a 90-day relaxation of regulation W might 
be a sufficient period in which to test the reactions to see who is right, 
the Federal Reserve Board or your association. 


STATEMENT OF JAMES P. MAYO, PONTIAC DEALER, NASHUA, N. H. 


Mr. Mayo. We do not care about ceilings. You put them wherever 
it is necessary to control materials. But we think the payments are 
important. A defense worker should be able to buy himself trans 
portation within his means, and his means is not S80 or S90 a month. 
His means is between $50 and $75 a month. 

Mr. Muurer. Do either you or your assor lation object to our cutting 
back the pre xduet ion of new automobiles, passenger vehicles, by rest rict- 
ing the supply of material that goes into it / 

Mr. Mayo. Naturally we object, but, if it is necessary in the de 
fense effort to cut back the supply of materials, we are for it 100 
percent. 

Mr. Muurer. If you gentlemen stay here through the rest of the 
morning, I am sure you are going to hear some testimony from your 
own neighbors that they cannot get strategic material, metals, sheet 
steel, other items that are made of metal, and, if those fellows go out 
of business because they cannot get material, you won't be able to sell 
automobiles to anybody. 

Today, some 48 percent of the sheet metal is going into the produe- 
tion of new automobiles. Either we are going to let them go on and 
produce all these new cars and let these other fellows go out of busi- 
ness and have no customers, or we are going to help these fellows. 
We cannot help both. There is only a limited amount of metal. 

Mr. Dunuar. That is our point. If regulation W is to control the 
use of metal in automobiles and restrict production of automobiles. 
then it is just as sound at 15 months as it possibly could be, but there 
is ho evidence that there is any reduction in the production of new 
automobiles 
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Mr. Mutter. I am suggesting, as an individual member of the com- 
mittee, that there should be, in order to channel that strategic material 
into other places where it is needed to keep industry 

Mr. Mayo. Even if there was just one automobile made, the poor 
guy who is going to buy the used automobile ought to be able to buy 
it within mss means. He ought not to have to go without because 
regulation W says he has to pay $75 a month, which he cannot pay. 

Mr. Muurer. As we left the meeting yesterday in Worcester, one 
fellow came to me and said, “Don’t shed tears over these used-car 
dealers. I will tell you what they are doing.” I am just quoting 
him. You comment on this when I repeat his statement. He went 
on to say, “I have a car that is worth $50. I am entitled to $50 as a 
trade-in allowance. I want to get a $700 car. He gives me that car 
at $1,000 and takes my car in at $300, and I make no down payment 
anyway.” 

Mr. Mayo. There shouldn’t be that much latitude in the ceiling 
price. He should not be able to do it. If a car is worth $700, he 
ought not to be able to sell it at $1,000. 

Mr. Mvurer. He assumes that the $1,000 was the ceiling. “I can get 
that car for $700 on time and the ceiling price is $1,000." Iam giving 
you his figures. They may be wrong. ie continued, “He will charge 
me the ceiling for it and take my car as payment in full for the down 
payment. So TI give him no cash. One-third of the price is thereby 
paid. That doesn’t affect me, and I still get the car 

Mr. Mayo. A $50 automobile is not worth $300 in anybody’s lan- 
guage. We do not speak for the used-car dealers, but no new-car 
dealer would give him $300 for a $50 automobile—and stay in business. 
He couldn't do it. 

Mr. Mutter. Is the used-car dealer or is any dealer selling a used 
car that has a ceiling of $1,000 for $700 or $800 ¢ 

Mr. Mayo. We allare. I have a 1950 Pontiac in my place now. 

Mr. Mutter. What do you lose if you take his car in trade and boost 
the price up to the ceiling? You are helping him violate the regula- 
tion. 

Mr. Mayo. That isn’t good business practice. We would not do 
that. Here is what happens. The man comes in, we will say, with 
a $50 car and there is a ceiling price on the car he wishes to purchase 
of $2,000. My price is $1,745. My allowance price to the owner was 
$1,649, and I spent $100 on the car. If somebody buy that car at 
$1,745, I do not quite get my money back. That is the way the 
transaction runs. It does not run the way your friend in Worcester 
told you. 

Mr. Mucrer. I never saw him before. 

Mr. Mayo. There are all kinds of phony things you can work out in 
this business. We are talking about legitimate business. 

Mr. Mctrer. We all agree that we should channel all these things 
through a normal method and keep industry going so far as possible 
in every one of its activities. That applies as far as automobiles are 
concerned and it applies to tires and accessories. What are we accom- 
plishing if we let the factory send through a new automobile with 
four tires, apparently restricting the delivery of the fifth tire because 
of an alleged shortage, if the factory allows you $16 for that fifth tire 
which you do not get, and then you deliver that new car to a buyer and 














SMALL BUSINESS AND THE NATIONAL EMERGENCY 1803 


before he takes it out, he will want that spare tire, which he will have 
to pay $32 for. What are we accomplishing for it / 

Mr. Mayo. Nothing. We think it is asinine. 

Mr. Murer. What has your association or your men been doing 
about it ¢ 

Mr. Mayo. What can we do about it ? 

Mr. Murer. You are telling us your story and your association 
has gone to the Federal Reserve Board on regulation W. What have 
you done about this other angle? 

Mr. Mayo. We have squawked about it. 

Mr. Mutter. To whom? 

Mr. Mayo. We have squawked to our factories, to our association, 
and to our Congressman. Whom else can we squawk to? 

Mr. Murer. Fine. 

Mr. Mayo. I want to say again that I do not care how short cars 
get. I do not think the few cars that are available should be put out 
of the reach of the average buyer because the terms are such that he 
cannot buy that article. There should be a number of months for a 
$500 balance and a certain number of months for a $1,000 balance and 
® certain number of months for a balance over that. 

Mr. Motrer. This nonpolitical committee, and I think I dare talk 
for the full committee, realizes that in areas like this transportation is 
esesntial for the defense worker to do his job. In these areas the auto- 
mobile is he way he gets to and from his place of work. 

Mr. Mayo. We thank vou for those kind words. 

(The statement submitted by Philip S. Dunlap, president, New 
Hampshire Automobile Dealers Association, Inc., Concord, N. H., 
is as follows:) 

My name is Philip S. Dunlap. I am a Lincoln-Mercury automobile dealer in 
Concord, and I appear at this heraing in my capacity as president of the New 
Hampshire Automobile Dealers Association. This association, with membership 
of approximately 300, represents the new car and new truck dealers of New 
Hampshire. Members of our association, who are located in all sections of the 
State sell more than 90 percent of all new cars sold in the State. 

We want first to express our appreciation to you, Mr. Chairman, and to the 
members of this committee for afferding us the opportunity to present the prob- 
lems of those whose livelihoods are being greatly affected by certain existing 
regulations, and whose livelihood may be affected to an even greater degree by 
certain proposed legislation 

As loyal Americans the automobile dealers of New Hampshire realize that there 
is a pressing need for the expansion of our defense program, and they further 
are aware of the harmful effect that unchecked inflation can have on the defense 
program as well as on our national econom) We are anxious to do our full 
share in the present emergency and we do not appear here today to make a 
selfish plea in our own behalf We believe, however, that we have certain 
salient facts which this committee should seriously consider as it affects a large 
segment of the State’s small business, as well as transportation in this critical 
time 

Credit restrictions as contained in Federal Reserve Board regulation W are 
seriously affecting essential transportation in this State, both in new and used 
ear sales. The facts are becoming increasingly clear that the average person 
has neither sufficient cash reserves for the required high down payments nor 
has he an income sufficient to permit him to meet excessive monthly payments 
called for under regulation W's 15-month credit limitation 

A recent survey made by the association reveals that the average dealer has a 
dollar inventory of approximately 518,000 in used cars, making a total of 
approximately five and a half million dollars of used car inventories in this 
small State. 
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The backlog of used cars in New Hampshire has reached this relatively high 
figure because credit restrictions have placed even used cars out of the reach 
of most individuals. We believe that controls should be adjusted to create and 
keep a sound economy. Through credit restrictions we have not only curbed 
used-car sales to a point where the welfare of many small-business men is in 
jeopardy, but we have succeeded in depriving many workers of essential trans- 
portation, 

I believe that I am correct in stating that the primary purpose of the stringent 
controls set up under regulation W are for the purpose of conserving essential 
materials and limiting consumer credit to curb inflation. However, since 
used car sales to a point where the welfare of many small-business men is in 
of regulation W has little bearing on the used car market. 

According to figures recently released by the American Finance conference only 
7 percent of the rise in bank loans was due to installment credit, while 0% 
percent was due to other loan outlets, many of which are still available as usual. 
Therefore, it appears to us that regulation W, drastically limiting installment 
credit, amounts fo placing one’s finger in the dike while the flood gates remain 
open, 

We believe that credit curbs on used cars should be eased to permit financing 
over an 18-month period. 

In the case of new cars, production has been consistently maintained at a level 
considerably above corresponding periods in 1950, which, combined with existing 
credit curbs has resulted in the inability of the consuming public to keep abreast 
of production. While production of new automobiles is declining, it would also 
appear that the number of people in a financial position to purchase automo- 
hbiles under present conditions are either declining or they have largely filled 
their current demands. To deny less affluent persons the right to purchase ade- 
quate transportation for essential purposes while production is being maintained 
is to create a hardship at both the source and at the point of potential con- 
sumption. To continue curbs that prohibit purchases for essential purposes 
works a hardship not only on our economy but upon our defense efforts. 

While admittedly the small-business men who are automobile dealers are in- 
terested in selling cars we do not advocate the removal of credit restrictions, 
but we do sincerely believe that an extension of credit limitations to 21-months 
are in the best interests of our government and our economy. 

On February 5 the Secretary of the Treasury presented a statement to 
the Honse Ways and Means Committee in which he outlined specific proposed 
increases in excise taxes by which it is estimated 3 billions of dollars could be 
brought into the revenue of the Treasury. 

Gentlemen, I realize that there are others who are anxious to appear before 
you and I feel I must, in the interest of time, pass over many essential points 
that have a bearing on the consideration of the proposed new excise tax on 
automobiles. I would, however, like to point out that the purchaser of a 
$2,000 car today pays some $475 in taxes, of which $102 is Federal excise tax, 
On top of this, the Treasury Department is asking Congress to almost triple the 
excise tax on new cars—to raise it by more than 185 percent. If this proposal be- 
comes law, the worker will have to pay about $2,200 for his car instead of the 
presently frozen $2,000, of which S675 would be paid as taxes. In other words, 
approximately one-third of the retail price of a car would represent Federal, 
State and local taxes. F 

The United States Department of Labor reports that the earnings of the aver- 
age worker in this country are about $275 a month. Today that worker has to pay 
about S670 as a down payment on a low-priced car costing $2000, and his monthly 
payinents average S104. If the Treasury proposal becomes law, the motorists 
would have to pay about S730 down and monthly payments would be raised to 
S113. The average worker in New Hampshire, or elsewhere, simply cannot meet 
such terms. 

What other essential commodity is so taxed? Certainly, no product, so neces 
sury to our way of life and our economic stability is as heavily taxed. 

We feel that the defense program is everybody's job and everybody's responsi 
bility. To make it everybody's responsibility, everyone should pay his share fo: 
it. To accomplish this, we believe that nonessential spending should be curtailed 
and that other sources of revenue should be obtained from other fields of busi 
ness not now taxed. We trust that you will agree with us that it is unfair to 
ask 24 percent of our population (the estimated number of new car purchasers 
under curtailed production) to pay 22 percent of the proposed increases in 
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excise taxes. We do not believe that this Congress will place such an additional 
burden on the motorists of this country 


We believe that superimposing still another substantial increase on the already 
exorbitant tax load on passenger curs would bring automotive taxes dangerously 
near the point of diminishing returns. We urge that vou seriously consider this 
threat in consideration of any further discriminatory and excessive automotive 


excise taxes 

Mr. Mutrer. Mr. L. A. Cushman. 

You are Mr. L. A. Cushman. of the Television Associates, 
Manchester / 


STATEMENT OF L. A. CUSHMAN, TELEVISION ASSOCIATES, 
MANCHESTER, N. H. 


Mr. Cusuman. That is right. 

Mr. Chairman, my function in the television field at the present time 
is in the manufacture of television antennas, which require a large 
amount of plastics, aluminum, and steel. Last fall we were put on 
an allocation by the Government through various manufacturers of 
tluminum. Our allocation was supposed to be 70 percent of the 
previous 6 months of the year. That was the latter part of September 
or the first of November. Then they were reallocated to 55 percent 
of the supply we were supposed to have from the Whitehead Metal 
Co., who are representatives of the Aluminum Co, of America. 

For the last 3 months our allocation was T.004 pounds, We received 
2,552 pounds, leaving a balance of 4,952 pounds which we didn’t get. 

From the Eastern Metal Mills. the allocation from them was 5,628 
pounds, out of whiel we received 350 pounds, leaving us short 5.278 
pounds. 

That was as of the first of the vear, Since the first of the year we 
have been put on allocation from both Eastern Metal Mills Corp. and 
from Aluminum Co, of America, with a supply of 176 pounds per 
month from each source to date. From Eastern Metals Mills Corp. 
we have received 404 pounds and from Whitehead Metal Co. we have 


received 350 pounds. That is for the first 3 months of the year. That 
is some answer to the automobile dealers’ cry on materials. We are 
just not able to get materials. They tell us there are no metals avail- 


able in the United States either for our use or for anvone else’s use. 


I have several letters from overseas that tell us we can buy all kinds 
of aluminum in Europe. Since the first of the vear, beginning Janu- 
ary 1, we have purchased 14 tons of aluminum in Europe. 

Mr. Muturer. I am interested to know whether the markings on 
the aluminum show It Was made in this country, 

Mr. CusuMan. It certainly was made in this country and redrawn 
in Britain. It was sent over as bar stock and redrawn in Great 
Britain and shipped back to us at an inflated price. Part of it was 
shipped under the ECA plan. 

In our case we pay 60 cents a pound, which is approximately 17 
cents over market 

Mr. Muurer. You said over market. Is there a ceiling? 

Mr. Cusuman. There ts. 

Mr. Muvrer. What is the ceiling? 

Mr. Cusuman. It depends on the grade and type. 49.5 cents a 
pound for ore. 
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Mr. Muurer. When you said over market, you meant over ceiling? 

Mr. Cusuman. Over ceiling. 

Mr. Muwrer. Is there an import duty on aluminum ¢ 

Mr. Cusuman. No. 

Mr. Mutrer. The ceiling that applies to the domestic ore—that 
which is made and sold here without being exported—is different than 
that which goes abroad and then comes back again / 

Mr. Cusuman. Entirely different. It is a matter of getting ma- 
terial, so if you pay any price, you do so in order to stay in business. 

We are buying our Italian stuff, which we are purchasing in Italy 
at the present time, under the American market price. We are buying 
it at approximately 9 cents a pound cheaper than in America. We 
cannot get any here anyway. So we are purchasing this stuff in Italy 
and getting fairly good deliveries on it. 

Mr. Murer. What is the source of the stuff you get from Italy ? 

Mr. Cusuman. American. They are the ones that Drew Pearson 
is talking about having plenty of aluminum to keep their industries 
going. Asa matter of fact, they have plenty to ship to us. 

Mr. Murer. Mr. Riehlman. 

Mr. Rieniman. This is important and interesting to us. We ought 
to get all the information and facts he has. 

Mr. Mutrer. Would you lend us that correspondence file, and we 
will return it to you? I assume you have no objection to our photo- 
stating those that are important. 

Mr. Cusuman. Not at all. 

Why are we unable to purchase aluminum stock in the States, when 
it is possible to purchase nearly any quantities and type in Europe / 

Mr. Muvrer. That is the question we want to get answered. We 
will get it answered before we get through. 

Mr. Cusuman. The price differential between 100-pound lots and 
l-ton lots is nearly 30 cents per pound. However, when we order in 
l-ton lots it generally is shipped in at small lots with the long 
price. Is this in itself a means of avoiding price controls? 

Mr. Murer. It is important that we get an answer to this. If there 
is no regulation applicable, one should be made applicable. These 
fellows should not be able to sell at wholesale, deliver at retail and get 
the retail price instead of the wholesale price. In my opinion, it is 
a deliberate violation. There may not be anything in the regulation 
making it so, but we better get it in. 

Mr. Peanopy. There is a section that states they must deliver in 
accordance with their customary method, and that would seem entirely 
uncustomary. : 

Mr. Muurer. The thing to do is to present those facts to the local 
OPS office, and they will get after those fellows and procure those ma- 
terials properly for you, 

Mr. Cusiman. All they will do is refuse to take orders over 100 
pounds. We order it in any quantity we can get it. 

Mr. Pranopy. We would like very much the name of the supplier. 

Mr. Murer. You will give to Mr. Peabody names. and so forth. 
so he can follow through on that ? 

Mr. Cusuman. Yes. 

It is impossible for us in our not critical field to purchase plated 
nuts, bolts, and washers from legitimate sources, however, these same 
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people acting as free agents on a cash-and-carry basis can supply any 
amount of the same materials at highly inflated prices. If there are 
adequate controls how is this possible ¢ 

Mr. Mutrer. What items are you making ¢ 

Mr. CusuMan. Television antennas. We use cadmium plated nuts 
and bolts for the hardware and fixtures. 

Mr. Murer. I appreciate that nuts and bolts on a television an- 
tenna will last much longer if they are plated. Don't you think chro- 
mium plating should be channeled for use in the defense effort ¢ 

Mr. Cusuman. I do not argue with that. I can buy all Il need. I 
cannot buy it from legitimate sources, but these same sources come 
into my place acting as free agents, and they offer me all I want on 
a cash-and-carry basis at an inflated price. So it is being produced. 
Why shouldn't I buy it 

Mr. Murer. You are quite right, except you should not buy it if 
it means violation of the ceiling prices, because you won't be able to 
pass that on to your customers and you will be stuck with the over- 
charge. 

Mr. CusumMan. We have reduced the price of our antenna in the 
last 60 days with the increased material costs because we have in- 
creased our production facilities, 

Mr. Muvrer. On those plated items, you will give that information, 
names, and so forth, to the OPS representative, Mr. Peabody. 

Mr. Daumas. Under the Defense Production Act, the seller and 
purchaser are equally liable to the criminal provisions of the act in 
the purchase of black-market material. 

Mr. Cusuman. I fully recognize all these facts, but here are facts 
1 would like to have the committee have a record of, because it is not 
only in my case, but it is in the automobile industry and everywhere 
else. 

One of our former suppliers is unable to supply us with U bolts 
due to his inability to secure a supply of steel rod, and this manu 
facturer is one of the largest in the country. We can, however, and 
do, buy from a free agent again at inflated prices on a cash-and- 
carry basis. 

He brings them in in 10,000 lots. We formerly paid 2 and 3 cents 
apiece, and we are now paying 7 cents. There is no ceiling on the 
thing. You can change the nomenclature on the thing and you have 
a new product. You can put any price you want. However, we are 
getting good plated hardware that way. 

Through legitimate channels we are again unable to purchase 
plated hardware—at the same time General Motors announce and are 
delivering two new models that use the extreme in chrome. Is this a 
deliberate attempt to put small business on the defensive, or is it 
that we just don’t know the right people ¢ 

Mr. Mutter. I am sure it is not a matter of knowing the right 
people. If this committee has anything to say about it, big business 
will not get any advantage that little business doesn’t get. We have 
shown, by the history of this committee, that small business is en 
titled to every privilege and every advantage that big business gets. 

Mr. Peanopy. May I make this statement for the record at this 
time’ Price control is a tremendous job because it controls every 
transaction that goes on-in the United States every day, and in order 
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to obtain effective controls, we have to have team effort and coopera- 
tion from everyone in the country. When anybody violates the regu- 
lations, they injure legitimate businessmen. If legitimate business- 
men can work with us, we will vet effective controls. But OPS cannot 
do it by itself. We have to have the rest of the country working with 
us to obtain controls, otherwise we cannot maintain it. 

Mr. Muurer. Mr. Peabody is absolutely right. It is not a matter 
of trying to get you to squeal on your neighbor or the person you are 
doing business with. We could not put enough men on the payroll 
toseek them out. You would not want us to do it im the first place. It 
would be too costly. All we ask is that you supply us with names and 
addresses of persons who are black-marketing. Give it to the local 
OPS office. They will build up the case. Give them the start. Give 
them the lead. Then we have enough manpower to do the job. 

Mr. CusuMan. Here is what happens, Mr. Chairman, in that posi 
tion. Lam a very small, extremely small, manufacturer. My total 
pavroll is about 340,000 a vear. We do less than $200,000 business. 
lt is necessary for me to get materials to keep my plant running. | 
cannot buy the materials from legitimate sources. It is impossible to 
buy them. Should I close up my business or should IT buy them from 
illegitimate sources ¢ 

Mr. Muurer. Let me assure you and everybody else that your name 
and the name of anyone else who turns any information over to the 
proper authorities will not, in any way, be mentioned or used, and 
there will be no reflection upon anybody. We have the means of get- 
ting the evidence if we only are told who is doing it. 

Mr. CusumMan. The problem still remains that I am as much guilty 
of violating the rules and regulations as the seller is. I recognize 
that fact, but it is either do that or go out of business, and I cannot 
afford to vo out of business and neither can I afford to v0 without 
a job, as I did for a number of years. 

Mr. Muvrer. We will help you if you will let us. 

Mr. @usuman. That is my case. 

Mr. Muurer. On this question of chromium plated, Mr. Bartlett, I 
think that your administration should make inquiry and find out 
why it is that all these critical materials are being used by the auto 
mobile mncdustry, particularly on new passenger cars that are being 
delivered, vet for the defense effort we have had hearing after heat 
ng W ith these men who hac defense orders coming ih here and crying 
they have defense orders, but they cannot get the critical materials 
they need. Llow come ¢ They ask how come those other fellows have 
it and these men do not have it. 

Mr. Barr err. We will certainly cheek into it. 

Mr. Cusuman. They outbid everybody else in the market. There 
Is ho question about it. 

Mr. Murer. Then they are violating ceilings. 

Mr. CUSIIMAN Certainly. They happen to be big enough to buy 
it. 

Mr. Rieutman. Do I understand you to say that the new models 
of 1951 cars, some of the new cars, are coming out with more chrome 
than they had ¢ 

Mr. Cusuman. Look at the new Oldsmobile 9S that is coming dut. 
The sume with the new Buick. They have enough chromium on the 
new Olds to keep me in business for 2 years. 
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Mr. Rreni_man. I am asking the question because I am interested. 
We want to get every bit of information. I haven’t taken a look at 
that new car. 

Mr. Cusuman. You want to keep your glasses on because it will 
knock them off. 

Mr. RienitmMan. Keep my glasses on or put on sun glasses? 

Mr. Motrer. Put on blinders. 

Mr. Rreutman. The aluminum that is used in that respect probably 
would go a long way in keeping a great many small industries in 
operation in this country, and I think it is mighty important to be 
looked into, sir. 

Mr. Daumas. Mr. Chairman, in addition to witnesses who have 
come before the committee in 17 States and twenty-odd cities, we have 
hundreds and hundreds of letters on these strategic metals, non- 
ferrous metals, and we have followed up innumerable cases with 
NPA, trying to get a little relaxation for a man here and there, who 
was on defense work. They tell us that all these metals, like cadmium 
and nickel and columbium and all the other strategic metals, are 
set aside wholly for DO orders. Then we have a witness who comes 
along here and tells us he can buy any of it in the black market. I do 
not understand what kind of an operation that is in that respect. 

Mr. Bartierr. As I understand it, the particular items mentioned 
by the witness are not those which he himself produces and for which 
he requires these critical materials. He buys them in a finished form. 

Mr. Mutter. He is able to buy them from whoever has them. 

Mr. CusuMan. We buy the raw aluminum stock and fabricate that, 
but we are able to buy all the aluminum stock we want in Europe. 
The point is there, if they are so desperately short on materials that 
they do not have it, how can we buy it there and we are unable to 
buy it here? Why should we ship the stuff to Europe for nothing and 
then buy it back here for inflated prices. 

Mr. Datmas. How are the car manufacturers able to secure addi- 
tional strategic metals ‘ 

Mr. Barrierr. We will have to look into it. I was under the 
impression that they were reducing the use of those metals. 

Mr. Dautmas. Mr. Chairman, for the record, as you know, the 
committee went into the aluminum situation in executive session on 
March 20, and we explored the supply situation. That resulted in a 
relaxation of the orders controlling aluminum. I would like to sug- 
gest to the committee that they hold a similar executive hearing with 
the Administrator of NPA, the General Services Administration, the 
Defense Minerals Administration, to see if we cannot run down what 
is actually happening with these scarce strategic metals. 

Mr. Mucrer. I think your suggestion is an excellent one, Mr. 
Dalmas, and we certainly will pursue it with the full committee as 
soon as we return to Washington. 

The witness has just handed me an original letter of quotation, 
dated January 3, 1951, offering more than 3,000 pounds of aluminum 
tubing at 9314 cents per pound, f. o. b. New York. The material has 
just been received from overseas and it points out that it is equivalent 
to American specifications in all respects. 

What was the ceiling on the domestic at that time? 


86267—51—pt. 2———-39 
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Mr. Cusuman. That particular stuff had a ceiling of $1.10 at the 
time. We bought it cheaper than American aluminum. We bought 
three lots. 

Mr. Mutrer. This lot came from Italy ¢ 

Mr. Cusuman. Yes. We have some of the original boxes in our 
stockyards marked “Made in Italy.” 

Mr. Mutter. The original aluminum came from this country ¢ 

Mr. CusuMan. Certainly. 

Mr. Mutter. What has been your experience with aluminum made 
in Canada ¢ 

Mr. Cusuman. You have to steal that to get it. You cannot get 
that legitimately. The Aluminum Co. of America and the Canadian 
Aluminum Co. are the same organization. You cannot ship it back 
and forth. 

Mr. Mucter. Isn’t Canada sending some of the aluminum ingots 
abroad to Britain or elsewhere on the Continent and then it is sent 
back here for resale in this country ¢ 

Mr. Cusuman. Yes. Practically all of it goes to Great Britain for 
processing. .A whole lot does. 

Mr. Mutter. Then it comes back here at an increased price é 

Mr. CusumMan. Most of the aluminum is being processed at a new 
plant in northern Quebec in Canada at the present time, and I sup- 
pose that is shipped to England. I know we cannot buy Canadian 
aluminum directly in the States. We get a shipment occasionally 
over the border. How it gets over here, 1 do not care as long as I get 
it. 

Mr. Bartierr. On these metals that are procurable on less than 
ceiling price inasmuch as they are not under the OPS for control, 
they can be referred to the Compliance Division of NPA to inquire 
how it is possible to get this in here in contravention of the control 
order. 

Mr. Muvrer. That is a good suggestion. 

Mr. Cusuman. The things that bother me are not that we have to 
pay more for the material. We are still giving the customer a better 
product for a lower price, but we are supposedly fighting. a war all 
over the world, and we have critical materials in this country, and we 
are shipping everything to Europe. Apparently they are shipping 
it back to us. I am willing to pay my taxes, but I am not willing to 
pay any taxes twice and pay for it back again. 

Mr. Muvrer. [f it can be bought back at a cheaper price, maybe our 
Government ought to buy it at the cheaper price and stockpile it at 
the cheaper price. 

Mr. Cusuman. Maybe I am gaining on the taxes that way. 

Mr. Muvrer. Thank you very much, Mr. Cushman. 

(The letters of quotation and invoices submitted by L. A. Cushman, 
Television Associates, Manchester, N. H.. follow :) 


ALUMINUM Dtviston, ATLANTIC Steer & Iron Co.. 


> 


Springfield, Mass., January 3, 1951. 
GENTLEMEN: Please be advised we can offer you for immediate shipment, sub- 
ject to prior sale, the following item of seamless aluminum tubing: 3,011 pounds 
%&-inch O. D. x .035-inch wall x 12-foot lengths, 3SH1S aluminum tubing, at 
$0.985 per pound, f. o. b. New York. This material has just been received from 
overseas and is equivalent to American specifications in all respects. Also, it 
is packed in approximate 500-pound cases. 
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If interested in this, please advise immediately as material is offered subject 
to prior sale, as noted above 
Very truly yours, 
Maurice N. Karz. 


ALUMINUM DiIvIston, ATLANTIC Stee. & Tron Co., 
Springfield, Mass., January 17, 1951. 
TRLEVISION ASSOCIATES, 
Vanchester, N. H ° 
GENTLEMEN: We take pleasure in offering the following: 
2,000 pounds .172-inch diameter x 20 foot lengths, 14ST rod at $.54 per pound, 
f. o. b. Wisconsin 
1,500 pounds %,-inch diameter x 12-foot lengths, 11ISTS rod at $.635 per pound, 
f. o. b. Massachusetts. 
Trusting that the above items will be useful and satisfactory and that we may 
have the pleasure of hearing from you, we are 
Yours very truly, 
Sripney Trrrone, Sales Manager. 


ALUMINUM Dtviston, ATLANTIC STEEI np Iron Co., 
SPRINGFIELD, MASS 
Customer’s Order No. 1188 
Date: January 12, 1951. 
Our invoice No. 11991. 
Invoice date: January 19, 1951. 


Sold to Television Associates, 140 Pennsylvania Avenue, Manchester, N. H. 
Date shipped: January 19, 1951. 
Shipped by A. Towle & Co., f. 0. b. New York, N. Y. 
Terms: C. o. d. 
Gross weight: 1561 pounds 
3 cases aluminum tubing, % by .085—38SH, 1280 pounds, at $0.935 per 
pound ah $1, 196. SO 


ALUMINUM Drviston, ATLANTIC STEEL AND IRON Co., 
SPRINGFIELD, MASS. 
Customer’s Order No, 1519 
Date: February 21, 1951 
Our invoice No. 12456. 
Invoice date: February 27, 1951. 


Sold to Television Associates, 140 Pennsylvania Avenue, Manchester, N. H. 
Date shipped: February 27, 1951. 

Shipped by St. Johnsbury Trucking, f. o. b. Springfield, Mass. 

Terms: C. 0. d. 

Gross weight: 2786 pounds 


5 boxes aluminum tubing, % by .055—3SH, 2,165 pounds, at $0.935 per 
pound ‘ Ae SUF 


ALUMINUM Diviston, ATLANTIC STEEL AND Iron Co., 
SPRINGFIELD, MASS. 
Customer's Order No. 1473 
Date: February 13, 1951. 
Our invoice No. 12455. 
Invoice date: February 23, 1951. 


Sold to Television Associates, 140 Pennsylvania Avenue, Manchester, N. H. 

Date shipped: February 23, 1951. 

How shipped and route: Bay State Trucking, from Springfield; H. P. Welch 
from New York to Springfield, f. o. b. Brooklyn, N. Y. 
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Terms: C. o. d. 
Gross weight : 565 pounds. 


1 box aluminum rod, 4—17ST4, 504 pounds, at $0.63 per pound___----- $317. 52 
Wastes Sooen Mow Task: 00 DR citictietiticecicnnancnntamiscuss 4. 55 
| RN er Lee EAE eM he A Re ie ae 322. 07 


ALUMINUM Division, ATLANTIC STEEL AND IRON Co., 
SPRINGFIELD, MASS. 


Customer’s Order No. 147A 
Date: December 13, 1950. 
Our invoice No. 11607. 
Invoice date: December 15, 1950. 
Sold to Television Associates, 140 Pennsylvania Avenue, Manchester, N. H. 
Date shipped: December 15, 1950. 
How shipped: Gay’s Express, f. o. b. Springfield, Mass. 
Terms: C. o. d. 
Gross weight: 338 pounds. 


bundles rod: 


to 


3/16 by R317T4, 240 pounds, at $0.565 per pound_____.--------_-_- $135. 60 
13/64 by 17ST, 98 pounds, at $0.62 per pound___--..---.--._.--_-. 60. 76 
Ne Eee ae ees Ce a a Ne re eee ee to 196. 36 


Mr. Mutrer. Mr. J. G. Cullen. 
You are Joseph G. Cullen, Beebe Rubber Co., Nashua, N. H.? 


STATEMENT OF JOSEPH G. CULLEN, BEEBE RUBBER CO., 
NASHUA, N. H. 


Mr. Cuuten. That is true. I would like to read this statement 
to you. 

I am purchasing agent of the Beebe Rubber Co., which was estab- 
lished in Nashua, N. H., in 1938. Our company currently employs 
approximately 110 people for the manufacture of rubber heels, bases, 
soles, and soling aha. These products are sold to manufacturers 
of men’s, women’s, and children’s shoes. Also, since the early part 
of August 1950, we have been manufacturing rubber heels for military 
contracts and continue to manufacture such items. At present date, 
we estimate our production at 10 to 15 percent for military use. 

In regard to our appearance before this committee on this date, 
we wish to state that we are completely discouraged by our inability 
to obtain from the NPA Rubber Division better clarification of our 
appeal for an adjustment of permissible rubber consumption. Since 
last September our industry has been limited in the amount of rubber 
we may consume each month, this program being directed from Wash- 
ington under NPA Regulation M-2. The purpose of this order is to 
conserve the supply of rubber for national defense and to provide for 
its equitable distribution. It places over-all limits on the consump- 
tion of new rubber, including both natural and synthetic. 

Allowances for adjustments and appeals are provided in the regu- 
lation M-2 and our company initiated such an appeal October 24, 
1950. At that date, we expressed to Mr. Earl Glen who was Deputy 
Director of the Rubber Division, NPA, that we anticipated delivery 
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of additional production machinery. We stated that we would re- 
quire additional amounts of rubber for this equipment and Mr. Glen 
informed me that such a request would be granted as we had con- 
templated such a purchase prior to June 24, 1950. This machinery 
was delivered early in January 1951 and we again contacted Mr. Glen 
January 9, 1951. He advised that we should file a formal request 
which we forwarded on January 17. However, in spite of additional 
correspondence, telegrams, and telephone conversations with various 
principals in the NPA, we were unable to receive information as to 
whether our request would be granted formally. During these early 
months of this year, we now understand that various changes in 
personnel and policies were adopted by the NPA and finally, we 
received our first communication from the office on February 28, 1951. 
This communication advised that we were to reapply for adjustment 
of permissible rubber consumption under the amended order M-2. 
We again applied on March 6 and explained our case as intelligently 
as we possibly could. We requested the adjustment based on Criteria 
of Rubber Division, Operating Instructions No. 1, section 5, paragraph 
F, which states the following: 

Exceptional hardship, ordinarily financial from requiring adherence to the 
base period. Most will involve substantial investments to expand plant and 
equipment. If there is persuasive evidence that a substantial financial com- 
mitment had been made prior to August 25, 1950, which without a base adjust- 
ment would leave the company in a position of extreme hardship, an adjustment 
to relieve the hardship is proper. 

Enclosed with our letter of March 6 to NPA, we forwarded copies 
of various letters both from our office and return replies from various 
suppliers, correspondence pertaining to our interest to purchase addi- 
tional production equipment. Please note that the initial letter was 
dated September 6, 1949. We contemplated purchasing such equip- 
ment several years ago, but, owing to the fact that our company is 
relatively young, being established in 1938, it was not quite possible 
to purchase such machinery because of capital investments. 

The facts presented to NPA on March 6 advised that this new 
equipment plus installation would approximate $25,000, and we con- 
sider this figure a considerable outlay for a company of our size. In 
addition, we have opened new sales territories to handle production 
from the new equipment and, of course, this too has been a substantial 
financial commitment. By purchasing this additional machinery, our 
endeavor was to expand production, add new items and at the same 
time hope for less seasonal employment than had been experienced in 
the past for our employees. 

Finally, we received a startling decision from NPA on April 9 that 
our request must be denied. This letter advises that a careful study 
of our case did not show sufficient justification for adjustment. The 
letter contained no further information as to why our request was 
denied other than the mentioned statement, and we are completely 
lacking in facts to determine the basis upon which our request was 
denied. 

The equipment has been installed and at the present date operating 
at a very limited production. Right now it is impossible for us to 
intelligently plan any additional production until we receive some 
decision and relief in the form of an adjustment for permissible rubber 
consumption. We believe that our case is singular inasmuch as our 
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appeal is based upon a substantial financial commitment which was 
made prior to August 25, 1950, the date set up by NPA for such 
consideration under operating instruction No, 1, 

We have presented to this committee as briefly as possible the dif- 
ficulties our company are now encountering under the present alloca- 
tion program for rubber consumption. There are many other facts 
that could be added to this statement, especially in this complete state 
of confusion in which we find ourselves at times, to intelligently inter- 
pret the rubber program now in existence. Each day seems to bring 
a new problem. For example, in our mail of April 25 we received 
a purchase permit from the RFC to purchase 46,000 pounds of GR-S 
for delivery in the month of May. We requested from that bureau 
permission to purchase 60,000 pounds and were informed by the 
Department of Commerce, NPA, April 17, that we were authorized to 
purchase 77,000 pounds of GR-S synthetic rubber. This certainly is 
most confusing and is a complete contradiction of information 
received from various Government bureaus. 

As stated above, other facts could be stated, but each would be a 

case in itself and at present we are primarily interested in obtaining 

additional amounts of rubber for consumption in our new equipment. 
We fully realize that there is no royal road to an easy, painless transi- 
tional period such as we now encounter in the rubber igdustry, and 
we also fully appreciate that rubber must be conserved. We realize 
that the choice is either today’s satisfaction or tomorrow’s security. 
However, we fully believe that our case must certainly be justified and 
that we should receive additional amounts of rubber in order to 
properly schedule production for our plant. 

In conclusion, I appreciate this opportunity to present this state- 
ment and most certainly hope that we may receive satisfactory results. 

Mr. Rreutman. Mr. Cullen, do you have anything else you would 
like to add to your statement ? 

Mr. Cutten. No, sir. 

Mr. Barrierr. We will be glad to examine your correspondence 
while we are here in town to see what we can do for you. You state 
NPA on April 17 authorized you to purchase 77,000 pounds of rubber. 
Then a week later you got a purchase permit for a different amount. 
They apparently cut you down. But without examining your file, we 
won't be able to help you. If you will meet with me, we will be glad 
to try to recone ile this difference. 

Mr. Rreutman. I am sure that Mr. Bartlett will be very pleased, 
as he suggested, to go through the correspondence you have and 
before leaving today, he will help clarify this situation for you. 

Do you have any questions, Mr. Dalmas? 

Mr. Datmas. Mr. Cullen, you were not given any information at 
all as to why this rejection we as made? 

Mr. Cutten. The reduction, sir? Not as yet. It is very new. We 
have not received all the information. In this morning’s mail we also 
have been informed that the rubber industry is allowed to use 100 
percent of its base. That is with respect to its consumption. That 
does not mean that they are going to give us that amount of rubber. 
Rubber is still allocated, sir. 

Mr. Davoas. I understand that. 
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Mr. Cutten. They give us a purchase permit to purchase that 
rubber. In other words, it is very much like a hunting license. We 
ean go after it. We can attempt to do something, try to obtain it, 
but, if the plants do not have it to give us, we are just out of luck. 

Mr. Daumas. What about synthetic rubber? That is all made in 
Government plants. 

Mr. Cutten. Very true, sir 

Mr. DaLMas. That is allocated: is 1t not, 

Mr. Cutten. That is very true, sir. 

Mr. Datmas. Do you use any synthetic rubber? 

Mr. Cutien. We are limited by NPA Regulation 2 in appendix A, 
which states that any manufacturer of rubber products similar to what 
we make can use only 5 percent crude rubber in his end product. I 
don’t want to be too technical about this, but in compounding rubber 
you must have rubber hydrocarbon to make something. That 95 
percent, we believe, should come from the synthetic plants. However, 
because of various difficulties, which they encounter in production, and 
so forth, and which they have been encountering incidentally for quite 
some time, much to our distress, we have not been receiving the entire 
amount that we should. 

Mr. Dautmas. Maybe I have this Government rubber distribution in 
my mind wrong, but I understood that you got this permit from NPA 
and that that distribution was actually made through the RFC. 

Mr. Cutten. That is true, sir. 

Mr. Daumas. And if you had a permit for so much rubber, you got 
that rubber: that it was a little more than a hunting license. Would 
you clear that up for us, Mr. O’Donnell ? 

Mr. O'Donneti. Mr. Dalmas, honestly I cannot clear it up. I do 
not know enough about the technicalities of the Office of Rubber Re- 
serve. I can get all of the answers for you, but at the moment I can- 
not give it to you. 

Mr. Cutten. Are you looking for clarification of the mechanics as 
to how it is done ¢ 

Mr. Datmas. You called it a hunting license. | thought it was 
more than that. 

Mr. Cuuzen. It is a hunting license in this respect, as far as we 
are concerned, for we are now under regulation M-2 under NPA regu- 
lations, which states that they will allow us to use, for our consump- 
tion, a certain percentage of a base period; in other words, what we 
consumed last year we can consume this year. However, because of 
the various shortages of rubber, and so forth, they allow us a certain 
percentage of that. For example, in the month of March period they 
allowed us 90 percent of that base. We are not complaining about 
that. If that is all they can give us, we have to be satisfied with that. 
In April there was talk of cutting us down to 80 percent. I am talk- 
ing about industry-wide, not just our particular company. But be- 
cause of some congressional investigations that are now being con- 
ducted by the Senate as to the allocation program, we received some 
relief, and they gave us 95 percent of our base. 

That is consumption, not allocation, as I state again. 

This month they tell us we can consume 100 percent of our base, 
but we cannot consume a hundred percent of our base if we do not 
have the rubber to consume. We applied to them for 100 percent of 
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our base, and they came back and gave us a purchase permit that is 
maybe 20,000 or 30,000 pounds under that. 

Mr. Murer. You mean NPA gave you a permit to buy less than 
the order permits you to consume? 

Mr. Cutten. That is right. 

Mr. Bartierr. In this instance, they gave him 17,000 pounds more 
than he asked for. 

Mr. Cutten. That is true. I think I have here in my folder which 
I have in front of me a letter from the Department of Commerce that 
the National Production Authority, under the signature of Manly 
Fleischmann, dated April 17, 1951, does state that we can consume, 
we are authorized to consume for the month of April 1951, only 
5,000 pounds of totally new rubber hydrocarbon in excess of that 
permitted by the order. It further states: 


In accordance with this action, you afe also advised that for the month of 


April only, you are authorized to purchase 77,049 pounds of GRS. 


Mr. Mvutrer. What was your inventory before you made the 
purchase ? 

Mr. Cutten. My inventory, sir? 

Mr. Mutrer. Yes. 

Mr. Cutten. I will have to consult my figures. I do not know 
that. 

Mr. Mvurer. When you made your application for relief, didn’t 
they want to know what your inventory was? 

Mr. Cutten. This relief dates back to last October. 

Mr. Mutter. Regardless of when it was, didn’t they want to know 
what your inventory was? 

Mr. Cutxen. I do not quite follow your reasoning. 

Mr. Mutrer. It is a matter not of reasoning but a matter of get- 
ting information. 

Mr. Cutten. The matter of information is the statement I am 
making now that we are asking for relief based on new equipment 
that we have and we cannot operate that production equipment we 
now have with the present allocation they are giving us. 

Mr. Mutrer. You are talking about allocation, you are talking 
about production, you are talking about consumption, but I want to 
know about inventory. Isn’t that a fair question ¢ 

Mr. Cutten. It is. 

Mr. Murer. Can you answer that? 

Mr. Cutten. I would probably say I had a month’s working in- 
ventory. 

Mr. Muurer. What did that amount to by way of weight ? 

Mr. Cutten. Roughly, sixty-five to eighty thousand pounds. 

Mr. Mouurer. Go ahead, sir. 

Mr. Cutten. We have to apply to the Office of Rubber Reserve be- 
fore the 10th of any month for permission to purchase synthetic 
rubber for delivery in the following month. 

I am referring to this particul: ir letter here which was questioned, 
I believe, by the re presentative of NPA. In March, before the 10th 
of March, we requested permission to purchase approximately 60,000 
pounds of synthetic rubber. We received delivery of 60,000 pounds 
of synthetic rubber in the month of April. We received this letter 
from the Department of Commerce in our office the 18th of April, 
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which told us, then, that we would be able to purchase 77,000 pounds 
in that particular month, 17,000 pounds more than we applied for. 
We did not know until the 18th of April, approximately, that we 
could purchase an additional 17,000 pounds of GRS. 

Yesterday on the telephone I spoke to the Office of Rubber Reserve 
and I asked him if I could have that particular 17,000 pounds for 
delivery in the month of May, and I was told we could only have that 
for the month of April. We can only consume that for the month of 
April. That does not give us too much time to receive that material 
into our plant and consume it, and so forth, before the month of May. 
Does that answer your question, sir? 

Mr. Barrier. It does. 

Mr. Mutrer. I understand while I was out, Mr. Bartlett offered 
to sit down and try to work this problem out and see what the diffi- 
culty was. 

Mr. Bartiert. That is right. 

Mr. Cutten. The problem we have with regards to the appeal we 
now have before NPA? 

Mr. Bartierr. The appeal has been settled. 

Mr. Cutten. That is right. It has been denied. 

Mr. Bartierr. You are getting rubber. What is the appeal about? 

Mr. Cutten. We are not getting suflicient rubber. 

Mr. Bartiert. Apparently, they are trying to help you, and there 
seems to be a lot of detail involved here. 

Mr. Cutten. It is a very confusing situation. We could talk about 
it all day long. 

Mr. Barruett. We will be glad to help you. 

Mr. Datmas. Mr. Cullen, your point particularly is the fact that 
you bought equipment prior to August 25, 1950, amounting to about 
$25,000, to increase your production. 

Mr. Cuuien. That is true. 

Mr. Davtmas. And that you need an additional allocation of rubber 
because of new equipment and that they have turned you down on 
your hardship application. 

Mr. Cutten. That is true. 

Mr. Datmas. And that is the problem that you have to work out 
with Mr. Bartlett ? 

Mr. Cutten. That is true. 

Mr. Mutrer. How much additional rubber do you need for that 
additional equipment ? 

Mr. Cutten. We have applied for approximately 50,000 pounds 
additional. 

Mr. Datmas. Per month? 

Mr. Cutten. Per month. 

Mr. Muvrer. Did that new equipment approximately double the 
equipment you had on hand? 

Mr. Cutten. That is a hard question to answer, sir, because we 
have not had too much experience with this type of equipment. We 
assume that is about what we will have to acquire for that type of 
production. 

Mr. Mutter. This one part of your letter refers to the fact that 
you had sent on correspondence showing you had been making in- 
quiries about making this equipment prior to June 1949? 
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Mr. Cutten. True. 

Mr. Murer. In another part you said you had a commitment prior 
to August 25, 1950. Did you have a firm commitment for the pur- 
chase of this equipment before August 25, 1950? 

Mr. Cuuzen. Yes, sir. 

Mr. Muvrer. It was an existing contract ? 

Mr. Cutnen. Yes. 

Mr. Murer. And you sent a copy of that with your papers? 

Mr. Cutren. I did. 

Mr. Murer. Mr. Bartlett, will you pursue this with Mr. Cullen 
and let’s have an answer on that as soon as you can / 

Thank you, Mr. Cullen. 

Mr. Adrien Trudeau. 

You are Adrien Trudeau of Adrien’s Machine Co., Manchester, 


N. H.? 


STATEMENT OF ADRIEN TRUDEAU, ADRIEN’S MACHINE CO., 
MANCHESTER, N. H. 


Mr. Trepeav. That is right. 

Mr. Mutrer. You may proceed, sir. 

Mr. Trupeav. In the hearing of small-business men and their dif- 
ficulties in obtaining prime and subcontract Government work : 

I have tried such procurement, and wish to express the reason why 
I haven't as yet got any contract. One contract that I have asks for 
bids on levers of various description. The contract reads as follows: 
Contract. to be open January 29, 1951; contracting officer has 45 days 
to notify the contractee of award; 20 percent of the contract to be 
delivered March 1, 1951, which is 30 days from the date of opening, 
including Sundays. That is not sufficient time to have patterns made, 
castings molded, and castings machined. If we change delivery dates 
the contract is invalid. 

In that type of contract a small business doesn’t stand a chance 
to even set up to machine them, let alone tie up loose ends that would 
have to be done. 

My idea was to set up to make various types of levers and levers 
only. In other words, if the Government had any type of levers 
that had to be procured, I would be the one to take care of it. If all 
small businesses in the machining line were to be given a running 
contract on specific parts, such as various types of levers, shafts, 
spacers, et cetera, once they were set up for such work, they could 
supply terminals of delivery faster, and at less cost. That would 
relieve the larger firms to supply their parts and larger products for 
the Government procurement faster. It would also stop larger firms 
from monopolizing on Government contract. 

Some of the subcontacts I have run against were that we had to 
take work at their time limit. Their time limit to subcontractors was 
so much out of line that it was impossible for the machine to operate 
at that speed. Other contracts I have looked into were as follows: 
They would ask for a list of equipment that was available. Then they 
would say, “If you had a certain type of a machine we could give 
you something.” ' 
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We locate such a machine, then we need a DO number to purchase 
same. We can’t get a DO number because they will not subcontract 
work until we have said machine operating in our plant. 

By having a running contract on a specialized type of work would 
give the little fellow a filler in between on civilian work, while trying 
to get scarce materials. In that way it would not force the smaller 
businesses out of business, which is now occurring. 

We hope that this summary will be of help in the aiding of small 
businesses, 

The gripe I have is that I have tried prime contracts and subcon- 
tracts work. I have run up against the proposition on the prime con- 
tracts that, on contracts open on the 29th of January, the contracting 
officer has 40 days. 

Mr. Mutrer. Usually 30 days in which to accept or reject the bids. 

Mr. Trupeav. It is 46 days, if 1 remember right, to notify you 
that you have received the bid or not. They wanted 20 percent of 
the delivery within 30 days, including Sundays. That isn’t enough 
time to have patterns made, castings made in a machine. If we change 
delivery dates, it throws the contract out. 

Mr. Muurer. Have you copies of that specification and invitation 
to bid that vou refer to 

Mr. Truveav. On this bid, yes. I still have the invitation. 

Mr. Mcuirer. Do you have also the invitation numbers and related 
information, so we can trace this through / 

Mr. Truprav. Not with me. In fact, when I read that, I just 
threw it out. I wouldn't fill it out. 

Mr. Mcutrer. Do you still have it available in your office‘ 

Mr. Treprav. That is right. 

Mr. Muurer. What we would like to have is for you to furnish the 
House Small Business Committee and Major Wharton of the Office 
of Small Business of the Munitions Board the detailed information, 
bid number, name and address of the procurement office, the item, so 
that we can check through and find out just what the story is about. 

We have had complaints that invitations to bid go out and people 
do not have enough time to get up their figures and make their esti- 
mates. We had complaints that they didn't give you enough time to 
make delivery after the awards were granted. We have also had 
complaints that sometimes they took too long a time in which to make 
the award and the market had changed and you might have been 
stuck in complying with the bids based on January prices and fulfill- 
ment in March. 

Mr. Truprav. We could get around that by having the patterns 
made ready to cast and then through in a bid the next time it comes 
up, but then they can change that by putting in an insertion on that 
contract restricted to a certain district. 

Mr. Murer. Your patterns may be useless and never be used ? 

Mr. Trupeav. That is right. 

Mr. Mctrer. Proceed. 

Mr. Truprav. In other words, the person who can bid on that, 
the concern that can bid on that, is the person who makes them, and 
that is all. 

Major Wuarrton. Mr. Trudeau, what agency was this particular 
bid from ¢ 
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Mr. Trupeav. The Detroit Tank Ordnance. 

Major Wuarton. Would you be able to get that information and 
give it to me before we leave? 

Mr. Trupeav. Surely. 

Mr. Murer. If you get us the information, we will check through 
on it. While we may not be able to do it with this particular award, 
we may be able to correct it so it does not happen again. 

Mr. Trupveav. I have tried before I got the invitations to bid 2 
days late, 2 days after it was opened. 

Mr. Murer. What office was that from ? 

Mr. Truprav. That was quite a while back. I couldn’t say. I was 
so peeved about it, I just took them and burned them. 

If there is a new article, they won’t give you specifications. Of 
course, now I know where to get any spec ifications. At the time I did 
not. So they just throw out the bid, and it is a free-for-all to find it 
yourself. They do not put a slip in there telling you how to get the 
specifications, where to send to get them. 

Mr. Mcurer. Anything further? 

Mr. Trupeav. I put down that I was a first-time bidder and it 
didn’t mean anything. 

Mr. Murer. We cannot dig into that and be of assistance to you 
or to small-business men unless we know what office you are talking 
about. We have so many procurement officers, it would not be fair 
to condemn every procurement office in the country because one office 
has a man lying down on the job and not doing what he is supposed 
todo. If you can tell us the particular procurement office that did so 
and so, we will find out why and correct it, so it does not happen again. 

Mr. Treupeav. On this first one, I can bring you down one of the 
awards. 

Mr. Mcurer. We would like to have that. 

Mr. Truprav. I have also tried subcontracts. The first thing they 
ask me is: Do you have a list of your equipment? I submit a list. 
I submit a list of the equipment. They study that list. Then they 
say, “If you have this kind of machine, we can give you some work.” 
I go out and look for the machine. I locate the machine. I cannot get 
it. I do not have a DO number. So I go back to the contractor and 
ask them, “Will you contract, so I can have the DO number to get the 
machine?” They won’t contract unless the machine is on the floor 
operating. We bring up literature and everything to show that we 
have tried honestly to get that type of equipment and we know where 
it is, but we cannot get it without a DO. This prime bid was for 
different types of levers, various types. My idea was to set up for 
mass production on levers, so in the event they needed levers on a 
ee urement program, I would stock them. Then my patterns would 

ye used to the fullest advantage. 

The other reason for doing that would be to relieve the bigger out- 
fits to take care of the bigger stuff that we couldn’t take care of. We 
cannot bid on the full contract. We do not have the equipment to 
take care of it. We have to have smaller articles to handle. In other 
words, it has to be grouped according to the various types of levers, 
bushings, sleeves, shafts and that put out to one small outfit and, when- 
ever they need it, they will procure it from them. 

Even if they are not used every day in the week, in the meantime 
they can get through on civilian products. It would be a filler. I 
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had one job for 2,900 parts. I could not get materials because I did 
not stock up. The people were asked not to stock up on materials. 
I didn’t stock up. I had a deal on it, but I couldn’t get it. I knew 
where I could get it, but where was my profit going? So I just kept 
sending letters of apology telling them why I couldn’t send them 
the parts until I could receive the material through the DO. 

The only reason I can see that they don’t send to a small fellow on a 
DO number is because they are selling to the big buyer, and they get 
the little fellow to scrape up the rest. That is the way it seems to 
me. I got my material by coincidence. I dropped into a firm I do 
business with and they had some of that material on the floor. I 
asked them where they got it. When they told me, I telephoned 
right down and got it. If I knew they had it, I would go down to 
the factory to see for myself, so they couldn’t say over the phone 
they did not have it. 

Mr. Mutrer. If you had the DO and have had difficulty in getting 
it, the local office of NPA will help you get it. 

Mr. Trupeav. They claimed they did not have it, but they were 
getting itallaround. If you buy it by the carload, you can get it. If 
you only buy a thousand-pound lot, you won't be so well favored. 
In fact, I did not get the full amount I ordered. That happens to 
be a punch-press job. It is a four-man process. 

I went to the small sheet mill, sheet-metal shops and scraped up 
every piece I could get to satisfy my customers. I did not make 
money, but I got the good will of my customer. He may eventually 
need some more. That is what we are up against. That is what 
we are up against in small business. I call small business from 60 
men down. Anything above that is big business. 

Mr. Mutrer. We like to look upon small business as any venture 
that needs our help. When it gets into real big stuff, they usually do 
not need our help. Many times we can tell them they can help them- 
selves. But yours may be 60 men and the other man may have 65. 
You would not want us to draw the line that close. 

Mr. Truprav. No; someplace there. 

Mr. Murer. Maybe five men employed in a company can consti- 
tute big business. 

Mr. Trupeav. It all depends on what you classify as big business. 

Mr. Daumas. I would like to make a comment on Mr. Trudeau’s 
machinery proposition. It is just one more illustration of the dif- 
ficulty that the small-business man has in getting machine tools and 
other equipment, either on the open market or by a DO, whereas, 
as you know, we have had a number of illustrations in these hearings 
where the contract has been awarded and a goodly sum with it to 
purchase equipment. The small-business man, it seems, cannot even 
get a DO to get a contract and the prime contractor won’t give him 
a DO so he can get a piece of equipment. So he is forec losed at both 
ends of the deal. 

Mr. Muurer. That is one of the things we have to do something 
about. 

Mr. Trupeav. As I mentioned, if the parts to be used were broken 
down, you could take many small shops and make that large article, 
because each shop has something different that the other shops haven’t 

ot. Idonot care where you go; I have no automatic screw machines, 
ut there is another small shop | that has more than one. 








1822 SMALL BUSINESS AND THE NATIONAL EMERGENCY 


Mr. Mutrer. You heard Mr. Evans talk about pooling of facilities 
by small business. 

Mr. Trupeav. That is right. 

Mr. Moutrer. If you showed some initiative on your own, you and 
half a dozen others could get together and take prime contracts. 

Mr. Trupeav. I have received letters from Mr. Evans, from the 
Planning and Development Board. I followed them through. I do 
not know whether they are trying to get the small fellow on ‘the hook 
and hold him there, or what. I bidona job through Pratt & Whitney. 

I also sent in a list of equipment. They claimed I do not have enough 

equipment. Six months later I received a telephone call that they were 
thinking of rebuilding their machines and asked me if I could take 
care of it. It takes more to rebuild machinery. 

Mr. Murer. I thought Pratt & Whitney was begging for small 
business to help them. 

Mr. Trupeav. | mag so, too, according to the papers, and the 
help-wanted columns. I don’t know whether the Adrien’s Machine Co. 
scares them away. I cannot get through the front door. 

Mr. Murer. It is a nice name. There is nothing wrong with that 
name. Have you tried Curtiss-Wright ? 

Mr. Trupeav. I have written them letters. I have written all of 
them letters. If they were interested, I would be down. 1 cannot 
travel all over the United States. I have to know who is interested. 
You never receive a reply. You ask for a message and the letter 
doesn’t make any difference. I would have to deliver that letter in 
person. 

Mr. Mvutrer. Mr. Dalmas reminds me that Pratt & Whitney and 
Curtiss-Wright have been at our hearings and announced they are 
looking for subcontracts, small business. They don’t want to expand 
their facilities. They want to use yours. Curtiss-Wright came in at 
one hearing and said they had just put on 630 new small-business sub- 
contractors in one area and they said they were looking for more. 

Mr. Trcpeav. How close is the area? 

Mr. Murer. That happens to be New Jersey. I don’t think it mat- 
terstothem. If you can do the job, they want you to do it. 

Mr. Truprav. Because I have run across this, that, as I said, they 
ask for a list of equipment. 

Mr. Murer. Pratt & Whitney came in in Providence—no, it was in 
Hartford, Conn. 

Mr. Trupeav. On this listing of equipment that I have, it overruns 
one party whom | know to have four pieces of equipment, to be exact. 
They have all the work they can handle. My equipment would make 
his look sick. I cannot get in. Either he knows something or some- 
one. I don’t know. 

Mr. Muurer. Whom does he get his work from? 

Mr. Trupeav. I have been edging around and visiting and I noticed 
a blueprint, so I took the name down. That was just Monday. Monday 
was a holiday, and I haven’t had too much time to get on it. That 
was through Bendix, the radio division. 

Mr. Mvvrer. I think you have shown enough initiative on your own, 
so you can get along without us. I commend you for it. 

Mr. Trupeav. I go down to try them. 1 do not know whether it is 
the way you approach them, whether [ hit them on a day that they do 
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not want to be bothered with anybody, but it seems they are closing 
the door on me all the time. 

Mr. Mvurer. One of these days you are going to hit the right fellow. 
I think, though, that some of these procurement officers may be able 
to help you get into those places. 

Mr. Trupeav. I have run down pretty much all the listings that 
Mr. Evans has sent to us. 

Mr. Mcurer. Has the Air Force got a procurement office in this 
area ‘ 

Major Wuarron. Yes, sir; in Boston. 

Mr. Mcuvrer. If you went in and saw the procurement officer in the 
Air Force, he would get you on the list for subcontracts. 

Mr. Truveavu. Provided they just do not file it as other companies do. 

Mr. Muurer. I think they do more than file it. 

Mr. Trupeav. That is about what it looks like to me. 

Mr. Murer. You try the procurement officer in charge of the 
Air Force in Boston and tell him we sent you in there. He will help 
you. I bet by the time this committee comes back to Manchester, you 
will be big business. 

Mr. Datmas. Speaking as an old salesman, the first lesson is to keep 
going back. 

Mr. ‘Trupeav. I cannot go back any further. There is only one 
way to go, and that is up. 

Mr. Muurer. No: he meant keep going again. 

1 think that Major Wharton has some information that you can 
take away with you. 

Major Wuarron. | will give you some addresses over here. If you 
haven't been to see them, go to see them. 

Mr. Meurer. Thank you, Mr. Trudeau. 

Mr. Philip N. Darling, unfortunately, has been called away. We 
were hoping he would testify orally today. He represents the New 
Hampshire Manufacturers Association. In lieu of his testimony 
orally, he will send us a written statement which we will make a part 
of our record. 

Mr. Charles E. Farley. 

You are Mr. Charles E. Farley of the Botanical and Marine Labora- 
tories, Manchester, N. H.¢ 


STATEMENT OF CHARLES E. FARLEY, BOTANICAL AND MARINE 
LABORATORIES, MANCHESTER, N. H. 


Mr. Farury. Yes, I am. 

My statement is very short, 

IL have been doing business in interstate commerce for over 20 vears, 
selling the Twenty Abbe Hamon Tea preparations, medicinal plant 
formulas, which were sold in Europe long before my taking them on, 
and are still being sold over there. 

In June 1948 the Federal Trade people began investigating my 
products and claimed I was misbranding. This accusation is based 
on “prevailing medical opinion.” Now if the same basis had been 
applied to insulin at the time of its discovery in Canada, the insulin 
people would have been misbranding. 
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To mention only one of our herb formulas, No. 1 was on the 
European market 15 years before the discovery of insulin and was 
helpful to hundreds of users. 

The intent of the law is to protect the public. Have the Pure Food 
investigators contacted diabetic users of Abbe Hamon Formula No. 1, 
to find out the users’ opinion as to its helpfulness? Not to my know]l- 
edge. 

The officials in Washington have decided that this formula is mis- 
branded and must be kept out of the hands of diabetics. Actually 
diabetics are being cheated or wronged by the very people who are 
supposed to be helpingthem. In all fairness to the people, the officials 
charged with enforcing the law, either the intent or the letter, should 
make sure my formulas are either harmful or ineffective, and not ar- 
bitrarily ban them on “prevailing medical opinion,” especially when 
the individual users’ opinion might be quite to the contrary. 

I might throw in this, that the prevailing medical opinion 10 years 
ago was in favor of taking out tonsils, the minute it came in sight, 
The prevailing opinion today, according to the Reader’s Digest’s latest 
issue is to the contrary, to leave them in there as long as possible. 

Having sold these products for over 20 years I am heart and soul 
convinced they are helpful. As a small-business man I feel I am help- 
less to fight for my users’ rights, and I feel quite strongly I would be 
successful if I were financially able. 

Incidentally, I have hired three lawyers and the three of them are 
at the end of their resources. They can get nowhere. Right now I 
can be said to be technically misbranding, because I am not saying 
on my product what the stuff is good for. 

Mr. Muurer. Mr. Farley, this committee neither has the appropria- 
tions for the hiring of laboratory technicians and physicians and 
others to make any test of whether you are right or the Federal Trade 
Commission is right, and I do not think the Congress ever intended 
that we should delve into matters of that kind. 

Of course, the law gives the Federal Trade Commission the right 
and the appropriations to do those things, test your product and to 
then cite you before them and give you an opportunity to be heard. 
Then, if you feel aggrieved by their situation, you may take it to the 
courts for review. We will take your statement, We will ask the 
Federal Trade Commission for a report on the matter and then advise 
you accordingly. We cannot take up the cudgels for you, even though 
you are right. We do not have the means or the facilities to be your 
lawyer and fight the Federal Trade Commission and take your matter 
to court for you. You will have to do that on your own. 

Mr. Fariey. That is where I am. I have been in business for 20 
vears, feeling that I rendered a service, and the pressure is just coming 
on. They have me tied and gagged right now. Three lawyers can- 
not do anything. I have a Mr. Bergson and a Mr, Pierson in Lowell 
on this. 

Mr. Mvtrer. Is that the Mr. Bergson who was with the Antitrust 
Division of the Department of Justice ¢ 

Mr. Fartey. I would not know that. He is a colleague of Mr. Pier- 
son. He can get nowhere. If you open a newspaper or listen in on 
the radio, they will sell anyone. I have natural remedies and I cannot 
say anything about them. 
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Mr. Mutrer. It was only yesterday that the Judiciary Committee 
of the House approved the bill which it enacted into law to stop 
newspaper and radio advertising of that nature. We have had no 
law up to now against advertising falsely over the radio and in news- 
papers. Whether they are right or wrong doesn’t help you. 

Mr. Fariey. That is right. That is especially true when I feel I 
am rendering a service. When an individual is sick, he has that 
sickness until he finds relief, no matter what he does. I have testi- 
monials where they have been given up by all the services. 

Mr. Mutrer. I am sure your lawyers have advised you that the 
testimonials are not evidence before the Commission or the court. 
You will have to get expert testimony about your product. If you 
lose with the Federal Trade Commission, you can go to the courts 
for relief if you are entitled to, provided you prove your case. 
As far as we are concerned, we are sympathetic with you, but we 
cannot undertake to do it for you. 

It isn’t numbers that count. It is the quality of your evidence. 

Mr. Fartey. That leaves me perfectly eliplens. I have an indict- 
ment right now hanging over my head. The'boys come in every once 
in a while to see what I am saying to my clients and they are looking 
for something on which they can drop the ax. 

Mr. Muvrer. Because of your indictment, you will have to defend 
the suit before a judge and jury, but that is at least one place that 
the Government will afford you an opportunity of proving that your 
claims are true. Before you are called on for any proof, the FTC 
will have to prove that your claims are not true, and then you will get 
an opportunity to respond in court. 

Mr. Fartey. The Government would then put expert testimonials 
on. 
Mr. Motrer. Not testimonials, but expert witnesses. 

Mr. Fartey. I would have to import doctors from Europe. For 
every one | could import from Europe, Uncle Sam could hire five. 

Mr. Mourer. It isn’t numbers that count. It is the quality of your 
evidence. One expert may overcome 50 others if he is good, and 
convincing. 

J am sorry we cannot offer you any more help than I have indicated. 

Thank you for coming in. 

Mr. Fartey. Thank you for listening to me and giving me this 
time. 


Mr. Muurer. Mr. Frank Kendall. 


STATEMENT OF FRANK KENDALL, PALMER SPRING CO., 
MANCHESTER, N. H. 


Mr. Kenpauu. After listening to some of these troubles, mine is 
just a little one. 

Mr. Muurer. You are connected with the Palmer Spring Co. of 
Manchester ? 

Mr. Kenpauu. I am. 

Our business is primarily repairing and some manufacturing of 
automobile truck and bus springs. It comes under transportation and 
repair and we have had quite a reference this morning to DO 97. 

86267—51—pt. 240 
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One thing I would like to get cleared up is the fact that we are hav- 
ing considerable trouble from out-of-town customers calling and, 
when we try to explain what DO 97 means, they will say, “What is 
that ¢” 

Of course our business is done mostly at retail and, when you con- 
sider that a spring, some springs, require 50 feet of steel in their man- 
ufacture, it means that considerable material is used over a period of 
time on these small accounts. 

We have gone to the expense of sending out circulars on our own, 
trying to explain DO 97. Apparently to the small-business men DO 
97 has not been publicized to such an extent that they know what it 
is all about. I have called fleet accounts that should know, should 
be in a position to know, fleet owners, who own 100, 150 trucks, who 
should be in a position to know what DO 97 means, but they do not 
seem to. 

The fact is that we are running into trouble with telephone calls 
from Vermont, northern New Hampshire, and they want springs 
and they want section of springs and they do not issue a DO 97 for 
them. 

Over a period of time that would represent a tremendous amount 
of steel. Therefore, I was wondering what the Government has done 
to publicize this DO 97. We have never received any information 
on that. The only data we have received has been through our 
warehousemen in New York who service us with steel and some copper 
tubing. 

Mr. Muurer. Unfortunately, we cannot make people read the 
newspapers, but the departments issue all the information to the 
newspapers and the periodicals. They all carry it. But the fight 
news or the baseball news is more interesting until they get the prob- 
lem. By that time the paper has been thrown away and they have 
to go looking for the information. 

Mr. Bartlett, could we make available to Mr. Kendall a batch 
of the regulations so that he can then send them to these customers 
and let them get acquainted with what they have to do? 

Mr. Bartierr. It might be well if Mr. Kendall called at our local 
office here and got the information on what this DO 97 is intended 
to develop. It was issued under regulation 4 to provide for the pur- 
chase-for maintenance and repair of operating supplies in order to 
keep the plants in operating condition. You make springs? 

Mr. Kenpauu. Primarily, our business is repair. 

Mr. Barrierr. But you buy your steel in rods ¢ 

Mr. Kenpauwi. In 20-foot lengths, but primarily our business is 
repair. But we can make a complete spring, of course. 

Mr. Barrierr. Our local office will be very glad to help you pro- 
cure whatever you may need under this order, provided, of course, 
it is for legitimate purposes, 

Mr. Muvrer. The man you should know is Mr. Grenier, who is in 
charge of your local offce. 

Mr. Grenier. 814 Elm Street. 

Mr. Murer. I am sure he will be helpful to you. 

Mr. Elden Murray. 
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STATEMENT OF ELDEN MURRAY, EXECUTIVE SECRETARY, 
MANCHESTER CHAMBER OF COMMERCE 


Mr. Murray. I have no particular problem to bring to your atten- 
tion this morning, but it was suggested that I try to give you a little 
more detail concerning what has hi appened in Manchester in regard 
to the industrial rehabilitation of the Amoskeag Manufacturing Co. 

That company went out of business about 15 years ago and left 
7 million square feet of manufacturing space idle. Today, we have 
approximately 135 individual plants occupying that 7 million square 
feet. If you were to ask us to find 20,000 square feet of manufactur- 
ing space for you, we would have some difficulty in finding it. 

To give vou an idea of what the industrial rehabilitation of the 
Amoskeag Manufacturing Co. has had on the economy of the com- 
munity, in the first quarter of 1941 we had approximately 22,000 
people gainfully unemployed under what we call covered employ- 
ment, that is, all employers with four or more people. At that time 
we had a quarterly payroll of about $6 million. Today, under 
covered employment, we have better than 33,000 people employed 
and the quarterly payroll is better than $20 million. 

In the Amoskeag Manufacturing Co. yard, what was formerly 
their premises, we have about 13.500 employed and although we do 
not have available to us actual records of the old Amoskeag Manu- 
facturing Co., it is our understanding that we are comparing very 
favorably with the normal employment of that company. 

There is one other comment I might make, because I believe it 
will be of interest to our committee. ‘Tomorrow in this room we 
have 13 small manufacturers who are going to be interviewed by 
representatives of the Army Ordnance district out of Boston, and 
we contacted these industries early last week and asked them to give 
us a complete listing of machinery available, which they did. We 
have taken that to Boston, turned it over to the Army engineers, 
and tomorrow they are coming back to interview personally each 
of those individuals. Time permitting, they will make actual plant 
inspections. We are quite hopeful that as a result of this willing- 
ness on the part of the Ordnance officials to come up here, talk to 
these small manufacturers, the way is open for their possible par- 
ticipation in this defense program. 

On behalf of the Manchester Chamber of Commerce, the New 
Hampshire Manufacturers Association and the Smaller Business- 
men’s Association of New England, we want to express our apprecia- 
tion to your committee for coming up here and enabling the business- 
men of this area to present their problems to you. 

Mr. Mutter. Mr. Murry, for the record, what does the Amoskeag 
Co. make ? 

Mr. Murray. We have 135 industries. It is quite diversified. I do 
have a complete listing, a classified listing, that I can turn over to you. 
Generally there is woodwork, textile manufacturing, and when we say 
textiles, it is primarily the rayons and worsteds, shoe manufacturing. 
They have some metal trades. It is really quite diversified and very 
stable. 

One thing that was quite pleasing to us, in 1948—talk about the 
community as a whole—we had what we considered a big payroll for 
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the year, about $27 million. In 1949 we ran into the adjustment prob- 
lems similar to every other city in the country, but when the works 
were closed at the end of the vear we made a net gain of $700,000, 
enough to get us up into the $73 million category. So it is stable 
economy, but I will give you a complete listing of the types of products 
manufactured in these companies. 

Mr. Mutter. It would be interesting to the committee to know how 
you took this old Amoskeag Manufacturing Co., which I think was 
bankrupt, and revived it. How did the community do that¢# Am I 
right that it was a community enterprise that revived it ¢ 

Mr. Murray. Yes. I myself was not here at the time, but I will try 
to give you a brief picture of how I believe it took place. 

In the beginning there was a number of public-spirited citizens who 
met at the chamber and faced the problem and decided what to do 
with it. They formed a corporation, Amoskeag Industries, Inc., and 
put in it the money necessary to buy the complete plant. Then they 
went on to dispose of it, either by renting it or selling it, and they 
gradually disposed of all of their property. In fact, they have done 
such a good job of it, that they are even renting their own office space 
for Amoskeag Manufacturing Co. 

The Amoskeag Industries, Inc., is still in existence today. It has a 
good deal of venture capital available to them and they have publicly 
made the statement that if there is anything in the nature of a new 
enterprise, something that is sound and practical, money will be no 
question. It can be provided to go ahead with future industrial de- 
velopment. 

Mr. Murer. I think this community and those who participated and 
are still participating in that effort should be congratulated for be- 
ing able to carry on in the fine way they have. I think it is some- 
thing that is worthy of being made a part of the permanent record of 
this committee. 

I think we have called everybody who has made his desire to testify 
known to us previously. Is there anyone who wants to be heard, who 
has not yet been called ¢ 


STATEMENT OF WILLIAM DALMAN, ACCOMPANIED BY JOHN L. 
RING, UNITED SHOE WORKERS OF AMERICA, CIO 


Mr. Datman. We are field representatives of the United Shoe 
Workers of America, CIO. The organization is composed of about 
70,000 members in the various States of the Union, engaged in the 
manufacture of shoes. 1 do not know whether our problem here 
should enter into your discussion or not, but we have a communication 
here from our national office in regard to the contemplated importation 
of shoes from Trieste. 

As we understand from this communication samples of these shoes 
are being shown in the country at the present time. I do not have too 
many facts about this operation in Trieste, because I was injected into 
this thing this morning. Our territorial director, George Fectau, 
who is in charge of this territory of Maine, New Hampshire, and 
Vermont, was called away because of his father’s illness, and we were 
injected in here without many facts. 

I do not know whether this operation in Trieste is under the Mar- 
shall plan or the recovery plan, but importation of European shoes: 
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is going to work to the disadvantage of the shoe workers of the 
country. Even now at the present time in this area the shoe factories 
ure experiencing a dull period and I take it that also prevails in 
various parts of the country at the present time, 

I for one—and I think my brother Ring here with me—feel that we 
are far more concerned as an organizi ation—and we have entered pro- 
tests and resolutions at our various conventions and territorial meet- 
ings—against the importation of shoes from Czechoslovakia, which 
is a Russian satellite. We are far more concerned about that than we 
probably would be about the importation of shoes from Trieste. We 
have continually protested against the importation of shoes from 
Czechoslovakia. 

I do not recall whether it was in a shoe trade magazine or a news- 
paper, just this past week, and I am sorry I cannot produce it here at 
the moment, where it showed that there has been a very substantial 
— oa the importation of shoes from Czechoslovakia during the 
past ye 

hibins’ we would like to call it to the attention of the committee here 
and register our protest in both of these instances, and more specifi- 
cally so on the importation of shoes from Czechoslovakia. We, as an 
organization, feel that we know of no good reason why we should 
import one pair of shoes from Czec hoslovakia, and that is primarily 
the reason why we are here. 

Mr. Muurer. I think Mr. Dalmas may have some information which 
I will ask him to give you in a moment. 

We are pleased to have your statement. I am sure you will appre- 
ciate, too, that you should present these facts and your protest to the 
Tariff Commission, which is set up under law as an independent 
agency, free from pressures of politicians and politics, and I am using 
it in the nicest sense, as applied to Members of Congress. The Tariif 
Commission is inclined to ignore protests or recommendations from 
Congress, telling us they were set up as an independent Commission to 
do these things more or less as a business agency, but this protest of 
yours will be called to the attention of our full committee and they 
will then decide what, if anything, we can do to aid you in this matter. 

Every member of our committee is in sympathy with what you say 
about any iron curtain country and their satellites, and their sending 
goods into this country for our dollars. 

Mr. Datmas. We are rapidly coming to the conclusion that the only 
way we can put pressure on the problem is to get in touch with the 
longshoremen’s union and have them refuse to unload these shoes. 

I would like to give you a little information on the Trieste matter 
that you spoke of. That matter was brought to our attention by a 
Member of Congress and we explored it with the Economic Coopera- 
tion Administration. The thought was that under the ECA program, 
your European recovery program, that ECA had furnished the money 
to build this shoe factory in Trieste. I understand the machinery 
was shipped out of some State in New England and set up over there, 
but the capital was supplied, free capital, by the British. They built 
the plant and up to this time there have been no exports, we are 
informed, into this country from the Trieste plant. 

We asked this Member of Congress whether that would be sufficient 
information for his purpose. If it were not, we could explore it a 
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little further, because the ECA mission in Italy has promised to go 
into it more thoroughly if we so aesloes: So the ECA Administra- 
tion in Washington has been asked to ask the ECA mission in Italy to 
vo into all the details as to how the machinery got over there and why, 
and so forth, and so on. As to what they expected to export into the 
United States, what type of shoes, and so on, whether it was something 
that was made in this country now or whether it was a new product 

of some sort, we expect to get all those details and when we do, they 

will be publicized. 

Mr. Rrve. It is our information that they are already showing these 
shoes in this country today, showing samples, and they of course are 
in direct competition with our shoe manufacturers. 

Mr. Dautmas. Have you seen the samples ¢ 

Mr. Rina. I have not seen them. 

Mr. Datmas. What are the materials? 

Mr. Rine. Well, I wouldn't say that either, but they were a novelty 
shoe, which is a highly competitive industry. 

Mr. Damas. Sportswear, women’s shoes ¢ 

Mr. Rivne. Yes. 

Mr. DatMaAn. Our No. 1 gripe is the Czechoslovakian shoes and any- 
thing that can be done along that line will certainly be appreciated. 

Mr. Mvuvrer. Thank you, gentlemen. 

I think we will ask the representatives from the various Govern- 
ment agencies if they care to make any statement for the record at 
this time. 

Mr. Byrnes of the General Services Administration. 

Mr. Byrnes. I would like to make a brief explanation as to just 
what is involved in the General Services Administration through its 
Federal supply services. We are a separate operating procurement 
division of the Government and limited more or less to the civilian 
services for procurement By that I mean that we are set up in Boston 
as region 1, primarily to have available to all the Federal agencies 
operating within the New England area supplies of what they call 
tools to work with, so that they can carry out their functions. These 
items total approximately 3,000 items in our warehouse, but in other 
warehouses we are running as high as 4,000, and eventually will ap 
proach 10,000. They are the general run of office furniture, office 
machines, office supplies, janitorial supplies, a limited number of elec- 
trical accessories, small hand tools, wiping rags, and that type of 
supply. 

We do advertise formally. We are limited very closely on our au- 
thority to negotiate. It is far more limited than the Defense De- 
partment. For that reason we are, of course, formally advertising 
to the limit of our ability to do so and commensurate or comparable 
with the demand. 

We have an office, a regional set-up, located in the Federal Post Of- 
fice and Court House Building in Boston. We are constantly look- 
ing for new sources of supply since they are of mutual advantage and 
we assure you that if you are making or producing anything that we 
are in the habit of buying either for replenishment or for our ware- 
house stock or for direct services, just communicate with us. 

There is one suggestion I would like to make, and it comes from 
an observation in attending these hearings. It is in reference to DO 
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97. Weare vitally interested in that DO 97 since we operate two sep- 
arate activities using it. But I find, as the previous gentleman stated 
in his testimony, that customers of his are not familiar with it, and I 
know that to bea fact. If this arrangement is not already operating, 
I thought, for instance, Mr. Maloy’s New England Smaller Business- 
men’s Association, probably the local chamber of commerce and the 
organizations of a similar type might get into the banks, as the synop- 
sis does, copies of M4. Of course, M-2 which is related to it, might 
also be so distributed. If you are not already doing that, it is very 
important that these businessmen have that. They can do that. The 
copies we had to send for I obtained through Paul Kearny, regional 
director. There are records to be maintained, and it is of immense 
assistance to the businessmen to know that is available and how to 
use. It might be disseminated through the same facilities as the 
Department of Commerce synopsis. 

Mr. Barrierr. If 1 may make an observation, at the time I left 
Washington the entire program on maintenance, repair, and operat- 
ing supply orders was under revision due to a number of abuses in- 
dulged in by unscrupulous persons. So the entire thing is being re- 
vised. But I believe that would be a good time to distribute it to the 
various agencies indicated. 

Mr. Muurer. Mr. Young. 

Mr. Youne. I want to thank the members of the committee for 
giving us the opportunity to attend these hearings. Mr. Byrnes as 
representative of GSA, Federal service supply, has amply covered 
our activities. 

Mr. Mourer. Colonel Thomas. 

Colonel Tuomas. I think the services have been spared quite con- 
siderably this morning. 

Mr. Muurer. We will get after you off the record. 

Major Wharton. 

Major Wuarton. I have one remark for the record, please, sir. 
The Boston Ordnance officer, Colonel Finkel, has very kindly sent 
an observer who has sat at each of these meetings and listened very 
carefully to everything that has occurred, and Mr. Morris Wolf has 
unofticially represented the Boston Ordance district. I believe it 
will be of immense value to the businessmen of New England that they 
have seen fit to take this additional interest in the smaller-business 
men’s problems. 

Mr. Mcurer. You should have warned us, 

Is that a representative of the Intelligence Department who is 
here / 

Mr. O'Donnell. 

Mr. O'Donnewi. No comments. 

Mr. Mcuurer. Mr. Sheehan. 

Mr. Sueenan. No comment. 

Mr. Murer. Mr. Peabody. 

Mr. Pearopy. I have nothing to say, but I would like to introduce 
Mr. James Quinn, who is the director of the New Hampshire district 
office of the Office of Price Stabilization. 

Mr. Muurer. We are very happy to have you with us. Do you care 
to say anything at this time? 
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Mr. Quinn. I have a brief but sincere message which I would like 
to make for the record for the small-business man. I represent the 
OPS here in New Hampshire. We have a small office in Concord, but 
we have the feeling that we are paid public servants. And it is with 
the duty inherent in that feeling that we want to carry out, in the 
best possible manner, our function. Our function is to be of assistance 
to all who would like to approach us for help. 

Thank you. 

Mr. Murer. Mr. Bartlett. 

Mr. Barrierr. Mr. Chairman, if I may repeat, the Department of 
Commerce has numerous aids to small business which are available at 
our local office, and I would like to give you the address of that again, 
room 315 at 814 Elm Street, telephone No. 5-7634. 

We will not only be glad to supply you with the various items of 
information previously referred to, but we will be glad to assist you 
in case you feel you have an undue hardship existing under any of our 
many MP regulations and will assist you in any way possible. 

We might also mention that all these regulations and material con- 
trol orders were written with the idea in mind that we would get 
equitable distribution of materials to small business as well as large 
business, and we are very grateful for the suggestions and information 
we received today. 

Mr. Mu.rer. Thank you, Mr. Bartlett. 

Mr. Leo McCormick. 

Mr. McCormick. I spent most of the morning following through on 
the worsted situation that we got into in Providence. Congressman 
Riehlman, we have a problem here in the New England States because 
of the price of international wool. A resolution, No. 18, was issued 
several weeks ago. It was not adequate to take care of price rises. 
So we have been working for a week now and intensely the last few 
days, to relieve them. It is delayed about a half day, but I find, Mr. 
Chairman, that it is coming out tomorrow. 

Mr. Mutrer. Mr. Grenier. 

Mr. Grenier. I would like to add to some of the statements I made 
previously to small-business men, to the procurement agencies, and 
to the prime contractors. 

I have a list of the various firms in New Hampshire classified, which 
list gives you the number of employees and the square footage of space 
plus other information as to what they are actually making and what 
they can make. If that can be of assistance to you, I will be glad 
to provide you with the information. It is not as of this year, but it 
is as of 1949, 1950. 

Mr. Muvrer. I will ask Congressman Riehlman to make the con- 
cluding statement for the committee. 

Mr. Rreuitman. Thank you, Mr. Chairman. 

On behalf of the Select Small Business Committee of the House of 
Representatives, I want to say that we would like to express our ap- 
preciation to the chamber of commerce, to the manufacturers associa- 
tion, and to the small business organizations of New England, the 
various States in New England, for making this hearing possible 
here in Manchester. It has been on the same high plane that the rest 
of the hearings that I have attended throughout the States have 
been on. 
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I have been very much pleased this morning in hearing the testimony 
given by those small operators in this part of the country. I have been 
particularly pleas and I have been throughout the other hearings 
of the committee—at the attitude of the people who represent the 
departments. 

It is encouraging, and it should be encouraging, to the small-business 
men, to know that they are interested in your ‘problem and they are 
willing to cooperate. 

It has been said at other meetings that this mobilization program 
has been underway for some time, but the effect of it has not been felt 
as much by the small-business men as it probably will be in the future. 

Having been in your fair city, you have had an opportunity to see 
those who represent you on the Small Business Committee. You have 
had an opportunity to see key people in all of the different depart- 
ments. You must feel free to follow through on your requests and 
the help you need in the different departments, always remembering 
that the Small Business Committee has been set and will continue to 
follow out its work in behalf of the small-business men throughout 
our Nation. You also have had an opportunity to contact. your Con- 
gressmen from time to time if you are not getting the service you feel 
you should have. He is the closest to your Federal Government, I 
am sure, of anyone in this area outside of the representatives in the 
different departments. 

On behalf « of the committee, may I say again it has been a pleasure 
to have been here. We have enjoyed hearing the problems that your 
en have and we want you to feel assured that we are going to 

ollow through on them. 

Mr. Mutrer. In mentioning some names this morning, I mentioned 
Mr. Noonan and Mr. Maloy and the president of the local chamber of 
commerce. I overlooked mentioning the executjve secretary. There 
is always an executive secretary somewhere doing their leg work in 
helping set up the meetings and doing a job. I want to mention Mr. 
Eldon Murray and tell him we appreciate his efforts on our behalf. 

The meeting will now stand adjourned. 

(Whereupon, at 1:15 p.m., the committee adjourned. ) 











APPENDIX 





Exutpir A 
DEFENSE PROCUREMENT Poicy 


In the interest of assisting small business, and of broadening the industrial 
base of suppliers, the following general polcies and practices are adopted for 
the Department of Defense. In several respects, such policies and principles 
have already been implemented; however, no attempt is made here to distin- 
guish between action already taken and that which represents departures from 
existing practices: 

1. Review of the production allocation program, for the purpose of determin- 
ing those items which can be procured from a broad number of sources and 
from various classifications of industry. 

2. Maximum use of available industrial capacity, with limited use of cer- 
tificates of necessity in those cases where necessary industrial capacity is not 
available. 

3. Review of military requirements and procurement methods, for the purpose 
of assisting small business and broadening the industrial base of suppliers. 
(Implementation with respect to procurement methods, in the form of a revision 
of the armed services procurement regulation, is set forth in enclosure (1) 
hereto.) 

4. Establishment of a training program for procurement personnel covering 
the problem of small business and the need for broadening the industrial base 
of suppliers. 

5. Encouragement of subcontracting, with each important and substantial 
negotiated purchase to be examined to determine the extent to which subcontract- 
ing should be encouraggl or required. The extent of subcontracting shall be 
considered as one of the factors in the negotiation and pricing of prime contracts, 

6. Payment of justifiable price differentials in negotiated procurements to 
accomplish the objectives of broadening the industrial base of suppliers. 

7. Appointment of small-business specialists in procurement offices to increase 
small-business participation in defense procurement. (Implementation of this 
program is set forth in enclosures (2), (3), (4), and (5) hereto.) 

8. Adoption of a broad publicity program covering (i) basic objectives of 
broadening the industrial base of suppliers, (ii) purchase methods and prac- 
tices, (iii) aids to small business, (iv) the number and dollar amounts of prime 
contracts awarded to small business, and (v) the desirability and extent of 
subcontracting. 

APRIL 5, 1951. 


(Enclosure 1) 


Apvprovep Revision or ASPR—3-—14 Alps To SMALL BUSINESS IN NEGOTIATED 
PROCUREMEN' 


In furtherance to the policy with respect to small business concerns, as set 
forth in paragraph 1—302.3, the following aids will be employed where practicable 
and where consonant with other Department of Defense policies. 

(a) Divide negotiated procurement of supplies or services into reasonably 
small lots in order to permit making multiple awards. 

(+) Employ lists similar to the bidders list used in formally advertised pro- 
curements, to uncover small-business sources and to broaden the industrial base. 

(ec) Employ advance notices, similar to notices in advance of the issuance of 
invitations for bid, to inform prospective small business concerns and others of 
proposed negotiated procurements. 
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(d) Employ suitable methods in soliciting proposals where an excessive num- 
ber of potential suppliers exist. 

(e) Allow the maximum amount of time practicable for preparation and sub- 
inission of proposals. 

(f) Make multiple awards to the greatest extent practicable. 





(Enclosure 2) 


ESTABLISH SMALL-BUSINESS TARGET OBJECTIVES AND APPOINTMENT OF SMALL- 
BUSINESS SPECIALISTS IN Eacu PROCUREMENT OrFrice TO INCREASE SMALL- 
BUSINESS PARTICIPATION 


1. In order to effectuate more positive aid to small business and thereby insure 
a broader industrial base for subsequent procurement, there is hereby provided 
small-business specialists and small-business target objectives for use within the 
Department of Defense. 

2. Small-business specialists will be appointed in each procurement office of the 
military Departments and, where suitable, in higher offices concerned with pro- 
curement. Such specialists assigned to principal procurement offices and, where 
deemed necessary, those assigned to higher offices, will devote their efforts 
exclusively to assisting small business concerns in connection with military 
procurement. 

3. Small-business specialists assigned to procurement offices engaged in con- 
tract negotiation or administration will perform functions, where applicable, 
which include the following : 

(a) Serve as a focal point in the procurement office to which small- 
business concerns may make or direct inquiry concerning participation in 
the military procurement program and concerning advice or assistance in 
the performance of military contracts. 

(b) Assist Federal, State, and authorized private agencies, if requested, 
in making an inventory of the productive facilities of small-business concerns 
and arrange to furnish those agencies such data concerning small-business 
sources, facilities, and capabilities as the procurement office may have on 
hand. 

(c) Institute a program to discover small-business sources capable of 
participating in procurements to meet current and anticipated requirements. 

(d) Review requirements prior to procurement action and determine to his 
own satisfaction which requirements are susceptible of accomplishment by 
small business. 

(e) Make recommendations to the contracting officer with respect to com- 
petency, capacity, and credit of a specific small-business concern or con- 
cerns capable of accomplishing a specific requirement. 

(f) Make appropriate recommendations to the contracting officer in 
connection with the issuance of certificates of necessity, defense order priori- 
ties und allocation ratings, financing, furnishing of Government equipment 
and other measures which will assist them in the conversion and equipping 
of their plants for the accomplishment of defense production. 

(g) Certify to the contracting officer, based on approved criteria or on 
certification from approved sources, the concerns, firms, persons, Corpora- 
tions, partnerships, cooperatives, or other business enterprises which are to 
be designaetd “small-business concerns.” 

(h) Participate in meetings of boards of contract awards or review com- 
mittees where such boards or committees have been or may be established. 

(i) Recommend to the contracting officer or such other officer as may be 
designated by the appointing authority the award of a centract to a specific 
small-business concern for the purpose of broadening the industrial base. 

(j) Furnish assistance to small-business concerns on problems arising dur- 
ing performance of contracts such as financing, defense order priority and 
allocation ratings, inspections, and payments, or direct such contractors to 
the proper agencies for assistance. 

(k) Obtain information, where practicable, concerning the methods and 
terms used by prime contractors in letting subcontracts; and make recom- 
mendations to the appointing authority with respect to those practices which 
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discourage small-business concerns from taking an interest in subcontract- 
ing or which are unfair and inequitable as to price and conditions. 

(1) Maintain liaison and exchange information with other local govern- 
ment agencies for the purpose of rendering the maximum amount of assist- 
ance to small business. 

(m) Review, prior to submission, procurement office reports concerning 
the letting of contracts and subcontracts to small-business concerns and make 
pertinent comments to the appointing authority regarding such reports. 

(n) Recommend small-business target objectives to the appointing autho- 
ity, with reference to the percentage amount of dollars which should be 
awarded to small-business concerns. 

(o) Review small-business target objectives, periodically or when di- 
rected by the appointing authority for the purpose of recommending revised 
target objectives. 

(p) Observe the effect of current procurement policies on the amount of 
small-business participation in the procurement program and recommend to 
the appointing authority changes in existing policies or the formulation of 
new policies to increase the amount of such participation. 

4. Small-business specialists assigned to higher offices concerned with pro- 
curement will perform to the extent appropriate functions comparable to those 
prescribed in paragraph 3 above. 

5. Small-business specialists will be appointed by name in writing and will be 
directly responsible to the appointing authority. The power of appointing 
small-business specialists will not be delegated below the level of the heads of 
procurement activities. It is desired that the positions of small-business spe- 
cialists be filled by personnel of the highest caliber, with extensive experience 
in industry and that preferably they should be filled by small-business men. 





(Enclosure 3) 


SyNopsiIs or PrRoPposep NEGOTIATED PROCUREMENTS 


It is directed that certain unclassified proposed negotiated procurements be 
published in synopsis form by the Department of Commerce. 

For security reasons, it is deemed advisable that the synopsis of proposed 
negotiated procurements and synopsis of invitations for bids be published 
subject to the following restrictions: 

“The description will consist of a minimum general description of the item 
procured and will include, when appropriate, commonly used names of supply 
items, basic materials from which fabricated, general size or dimensions, etc., 
but will not incldue specification references, military model or type numbers, 
or other information which in the opinion of the transmitting office may con- 
stitute a security risk. The quantity may be omitted when in the opinion of 
the transmitting office, the inclusion of such data may constitute a security risk. 
Indications of quantity such as ‘more than ———— or ‘less than - , ete., may 
be used at the discretion of the transmitting office.” 

Further, departmental purchasing offices which will transmit synopsis are 
authorized to omit the transmission of proposed negotiated procurements in any 
of the following cases: 

(a) Procurements involving classified work. 

(b) Proposals scheduled to be opened less than 18 days from date of issue. 

(c) Procurment, which prior to the declaration of a national emergency 
and prior to the granting of authority to negotiate under section 2 (c) (1) 
of the Armed Services Procurement Act of 1947, would have been negotiated 
under section 2 (c) (2) through 2 (c) (17), inclusive, of such act. 

(d) Procurements to be placed with planned producers under the indus- 
trial mobilization program. 

(e) Procurements, which by virtue of their indivisible size, technical 
skills required, complex processes involved, and special or extensive plant 
facilities required, are not susceptible of accomplishment by small-business 
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concerns or are susceptible of accomplishment by only a very limited number 
of concerns. 

(f) Procurments for which there are source lists containing excessive 
numbers of bidders or suppliers. 





(Enclosure 4) 


STaTe AND COMMUNITY ORGANIZATION PARTICIPATION IN DEFENSE PROCUREMENT 


The plan of action consists in enlisting Federal, State, and community agencies 
in coordinating organizations designed to further the defense by stimulating the 
growth of small business enterprises through the country. 

It was set in motion by the Defense Production Authority under date of 
February 23, 1951. 

Defense Production Administrator Harrison requested the governors of each 
of the 48 States to establish a governor’s commission on small business, 
“* * * to marshal community resources for the full utilization of small busi- 
ness in the mobilization program,” 

The problem remains, insofar as the Department of Defense is concerned, to 
develop implementing policy and procedure for using the information as is made 
available by Federal, State, and community agencies. To this end, the Munitions 
Board has approved the designation of the Munitions Board Office of Smal! Busi- 
ness to develop the implementation of the plan. 





(Enclosure 5) 
Specrat Type CONTRACTUAL ARRANGEMENTS 


1. Under this heading two similar types of aids have been considered. They 
may be described as follows: 

(a) A-procedure whereby a contracting officer places prime contracts for 
the manufacture of all of the component parts of a particular supply item 
and also places a prime contract for the assembly of the component parts into 
a completed product. The Government accepts delivery of the component 
parts from the parts manufacturers, makes payment to such manufacturers 
for the parts delivered, and subsequently furnishes the parts, as Government- 
furnished property, to the assembler. 

(6) A procedure whereby a contracting officer enters into special type 
contracts with parts manufacturers for specific numbers and types of parts, 
which the contracting officer knows will be required by certain assemblers 
or manufacturers in the production of certain military supply items. By 
means of these special type contracts the Government is able to get production 
started on long lead time component parts and considerably in advance of 
the placing of contracts with assemblers or manufacturers of the completed 
supply item. Assembler contractors purchase the parts from the parts 
manufacturers at the proper time and by so doing reduce the Government's 
obligation to the parts manufacturers to purchase such parts for the Govern- 
ment’s account. 

2. In view of its many disadvantages and the adverse experience encountered 
in World War II, it is deemed inadvisable to employ this aid to small business on 
an extended scale. Procuring activities have authority, at the present time, 
to employ this aid when feasible and should continue to do so where in their 
opinion the advantages outweigh the disadvantages. 

3. The existing policy is reaffirmed that these aids to sinall business may be 
used where feasible at the discretion of the respective departments. 
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Exuieir B 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ADJUTANT GENERAL, 
Washington 25, D. C., April 13, 1951. 
Suspense date: June 1, 1951. 
AGAO-S 211 Specialists (10 Apr 51) G4-M 
AGAO-C 
Subject: Small-Business Specialists and Target Objectives 
To: Commanding Generals 
Continental Armies 
Military District of Washington 
Chiefs of Technical Services 
Chief, National Guard Bureau, SSUSA 
Chief of the Armed Services Medical Procurement Agency 

1. Heads of procuring activities will appoint small-business specialists in 
each field purchasing office located within the continental limits of the United 
States and, where suitable, in intermediate headquarters concerned with pro- 
curement. Those specialists assigned to principal purchasing offices, offices 
of the chiefs of technical services, and such other offices as may be designated 
by the heads of procuring activities will devote their efforts exclusively on a full- 
time basis to assisting small-business concerns in connection with military pro- 
curement, 

2. Small-business specialists will perform functions, where applicable, as 
prescribed in enclosure 1 

3. Small-business specialists will be appointed by name by heads of procuring 
activities in writing and will be direetly responsible to the appointing authority. 
Heads of procuring activities will not redelegate the authority to appoint small- 
business specialists. It is desired that the positions of small-business specialists 
be filled by personnel of the highest caliber, with extensive experience in industry 
and that preferably they should be filled with small-business men. However, this 
requirement is not to be construed as precluding the use of military personnel 
for this duty, when, in the opinion of the head of a precuring activity, such 
personnel are qualified by reason of training and experience to accomplish the 
objectives of the Department of the Army small-business program. Contracting 
officers are not eligible for appointment as small-business specialists. 

4. A copy of all letters appointing or relieving small-business specialists will be 
forwarded to the Office of the Assistant Chief of Staff, G-4, GSUSA, Washington 
25, D. C. (Attention: Chief, Current Procurement Branch). Letters of appoint- 
ment will indicate the name of the office to which the specialist is being assigned, 
whether or not such office is a principal purchasing office, and whether or not 
the assignment will require full-time duty. Initial appointments of specialists 
for all procurement offices will be accomplished and reported as soon as possible 
but not later than June 1, 1951. 

5. Small-business specialists assigned to the offices of the chiefs of technical 
services will meet with similar representatives of the Office of the Under Secre- 
tary of the Army and the Office of the Assistant Chief of Staff, G-4, GSUSA, 
on or about May 15, 151, for the following purposes. 

(a) Design procedures in connection with the establishment and revision 
of monthly small-business target objectives. 

(b>) Establish small-business target objectives for the month of June. 

(c) Prepare and publish a manual for the guidance of small-business 
specialists 

(d) Prepare and conduct a training program for small-business special- 
ists 

(ce) Arrange small-business specialist orientation conferences, on an 
area basis, during the early part of the month of June. 

6. The Under Secretary of the Army has appointed Mr. George Felton, 
room 3C-641, the Pentagon, extension T5063, as his special representative on 
stuall-business matters. The Assistant Chief of Staff, G-4, GSUSA, has appointed 
Col. Paul M. Seleen, GSC, and Col. Albert Fregosi, GSC, room 2C—675, the Pen- 
tagon, extensions 52648 and 55957, as small-business specialists for the Depart 
ment of the Army 

By order of the Secretary of the Army: 
Epwarp F. WItTseLL, 

Major General, USA, The Adjutant General. 
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(Enclosure 1) 
FUNCTIONS, SMALL-BUSINESS SPECIALISTS 


1. Small-business specialists assigned to procurement offices engaged in con 
tract negotiations or administration will perform functions, where applicable, 
which include the following: 

(a) Serve as a focal point in the procurement office to which small-business 
concerns may make or direct inquiry concerning participation in the military 
procurement program and concerning advice or assistance in the performance 
of military contracts 

(b) Assist Federal, State, and authorized private agencies, if requested, 
in making an inventory of the productive facilities of small-business concerns 
and arrange to furnish those agencies such data concerning small-business 
sources, facilities, and capabilities as the procurment office may have on 
hand. 

(c) Institute a program to discover small-business sources capable of 
participating in procurements to meet current and anticipated requirements 

(d) Review requirements prior to procurement action and determine to 
his own satisfaction which requirements are susceptible of accomplishment 
by small business 

(¢) Make recommendations to the contracting officer with respect to com 
petency, capacity, and credit of a specific small-business concern or concerns 
capable of accomplishing a specific requirement. 

(f) Make appropriate recommendations to the contracting officer in con- 
nection with the issuance of certificates of necessity, defense-order priorities 
and allocation ratings, financing, furnishing of Government equipment and 
other measures which wil! assist them in the conversion and equipping of 
their plants for the accomplishment of defense production. 

(g) Certify to the contracting officer, based on approved criteria or on 
certification from approved sources, the concerns, firms, persons, corpora 
tions, partnerships, cooperatives, or other business enterprises which are to 
be designated “small-business concerns.” 

(h) Participate in meetings of boards of contract awards or review com 
mittees where such boards or committees have been or may be established 

(i) Recommend to the contracting officer or such other officer as may 
be designated by the appointing authority the award of a contract to a 
specific small-business concern for the purpose of broadening the industrial 
base 

(j) Furnish assistance to small-business concerns on problems arising 
during performance of contracts such as financing, defense-order priority, 
and allocation ratings, inspections, and payments, or direct such contractors 
to the proper agencies for assistance. 

(k) Obtain information, where practicable, concerning the methods and 
terms used by prime contractors in letting subcontracts; and make recom 
inendations to the appointing authority with respect to those practices which 
discourage small-business concerns from taking an interest in subcontracting 
or Which are unfair and inequitable as to price and conditions, 

(7) Maintain liaison and exchange information with other local Govern 
ment agencies for the purpose of rendering the maximum amount of assist 
ance to small business 

(m) Review, prior to submission, procurement office reports concerning 
the letting of contracts and subcontracts to small-business concerns and 
make pertinent comments to the appointing authority regarding such reports 

(n) Recommend small-business target objectives to the appointing au 
thority, with reference to the percentage amount of dollars which should 
be awarded to small-business concerns, 

(0) Review small-business target objectives, periodically or when directed 
by the appointing authority for the purpose of recommending revised target 
objectives. 

(p) Observe the effect of current procurement policies on the amount of 
small-business participation in the procurement program and recommend to 
the appointing authority changes in existing policies or the formulation of 
new policies to increase the amount of such partici] ation 
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2. Small-business specialists assigned to higher offices concerned with procure- 
ment will perform to the extent appropriate functions comparable to those 
prescribed in paragraph 1, above. 


ExuHisit C 
(Letters submitted by George W. Simon, Oneida Supply Co., Inc.) 


DEPARTMENT OF COMMERUE, 
NATIONAL PropUCTION AUTHORITY, 
Washington, March 28, 1951. 
Mr. G. W. Srmon, 
Oneida Supply Co., Inc., 
436 West Railroad Street, Oneida, N. Y. 

Dear Mr. Simon: We wish to acknowledge receipt of your letter under date 
of March 20, 1951. 

We respectfully enclose herewith a copy of our letter dated March 7, 1951, 
addressed to you, which we believe you will find self-explanatory. We trust 
this satisfactorily answers yours inquiry. 

Very truly yours, 
CHARLES KRAMER, 
Warehouse Section, Iron and Steel Division. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, March 7, 1951. 
J. J. SPRINGER, 
President, Oneida Supply Co., Inc., 
436 West Railroad Street, Oneida, N. Y. 

Dear Mr. Sprincer: Your letter addressed to Mr. Dwyer W. Shugrue under 
date of February 20, 1951, has been referred to this section by Senator Ives for 
answering. 

We are aware that the Pittsburgh Tube Co. have discontinued the manufacture 
of standard pipe and we also understand that in the past they were one of your 
mill sources of supply. In view of this situation, you may have difficulty in 
replenishing in part your inventory under warehouse order M-—6. 

We are endeavoring to correct this situation by asking other manufacturers 
of butt weld pipe to assume, if possible, the obligation to you of the Pittsburgh 
Tube Co. 

We enclose a list of butt-weld-pipe manufacturers and suggest that you 
contact immediately the producer of your choice to determine their willingness 
to supply some portion of your share of pipe. In case the first producer cannot 
take on additional tonnage, due to full schedules, contact the next and so on. 

We feel confident that, by so doing, you will eventually find a producer who 
will assume this obligation. You are urged to make every effort along these 
lines so that orders placed under this arrangement can be scheduled for early 
shipment. 

Very truly yours, 
CHARLES KRAMER, 
Warehouse Section, Iron and Steel Division. 


Mr. Manley Brown, Republic Building, Republic Steel Corp., Cleveland, Ohio. 

Mr. O. I. Strickland, Wheeling Steel Corp., Wheeling, V. Va. 

Mr. J. W. Owings, Youngstown Sheet and Tube Co., Youngstown, Ohio. 

Mr. E. A. Booth, Spang-Chalfant, Division of the National Supply Co., Grant 
Building, Pittsburgh, Pa. 

Mr. Charlie Hapgood, Jones and Laughlin Steel Corp., Third Avenue and Ross 
Streets, Pittsburgh, Pa. 

Mr. Don V. Sawhill, president, Mercer Tube and Manufacturing Co., Sharon, Pa. 

Mr. J. M. Wilke, Laclede Steel Co., St. Louis, Mo. 

Mr. Ed Buxton, Bethelehem Steel Corp., Bethlehem, Pa. 

Mr. Carl F. Lukens, Wheatland Tube Co., Juniper and Walnut, Philadelphia, Pa. 

Mr. W. J. McKee, National Tube Co., Pittsburgh, Pa. . 
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Onemwa, N. Y., Fe’ ruary 15, 1951. 
Mr. Greorce W. SrMon, 
Oneida Supply Co., Oneida, N. Y. 

Dear Greorce: Certainly we are much perturbed to learn that your source of 
supply for pipe has “left you out in the cold.” This is to advise that we are very 
dependent upon you as a source of supply not only for pipe, but fittings; and we 
are hopeful that you will be able to locate someone that can give you a reasonable 
inventory, of pipe in particular. 

As you well know, we must have pipe for maintenance purposes and without 
you as a source of supply, it will be most difficult to find anyone else in this part of 
the State who would take on a new customer at this time. 

If there is any assistance we can give in locating a source of supply for this 
much needed pipe, please have no hesitancy in letting us know. 

Yours very truly, 
ONEIDA, Lp. 
Jos. M, AUSTIN, 
Purchasing Agent. 


OneErDA, N. Y. 
Mr. Greorce SIMON, 
Oneida Supply Co., Inc., Oneida, N. Y. 

Dear GEORGE: Certainly we are very sorry to hear that you have lost your 
source of pipe supply, that puts us in a bad way of getting our large supply of 
pipe from some other wholesaler, furthermore, Oneida Supply always carried a 
large supply of pipe and fittings which makes it very handy for all the plumbers 
in Oneida. 

Trusting that you may have the good fortune of locating some other source 
as we are depending upon you for future deliveries. 

Yours very truly, 
Cart F. PFiiecer & Son. 
Cart R. PFLIEGER, Owner. 


OneEIDA, N. Y., February 16, 1951. 
OneErpa Suppry Co., INc., 
Oneida, N. Y. 
(Attention: Mr. George Simon) 
Dear Mr. Simon: It is a keen disappointment to us to learn that your source 
has discontinued the manufacturing of steel pipe. 
We have been dependent upon you for this material and also valves and fit- 
tings for the continual maintenance of our factory. 
Because of the scarcity of this item and the difficulty in establishing a new 
supplier, it is most unfortunate that we have placed our orders with you. 
We sincerely hope that you will endeavor to secure a new source for steel pipe 
so that you can continue to fill our orders. 
We will appreciate your prompt action and keep in touch with us so that we 
will know how to proceed. 
Very truly yours, 
ONEIDA HEATER Co., INc., 
T. J. Hagrinoeton, President. 


RomgE, N. Y., February 19, 1951. 
OneEIDA Suppry Co., 
Oneida, N. Y. 

GENTLEMEN : It is with considerable concern that we learn that your source 
of steel pipe is not taking care of your needs. Of course our requirements are 
mainly for maintenance but we do need a dependable source for both pipe and 
fittings for this purpose. 

We trust you may be able to locate a new source. In this connection, please 
feel tree to call on us for any assistance we may be able to furnish. 

Very truly yours, 
THE Rome-TurRNEY Raprator Co., 
PURCHASING DEPARTMENT. 
86267—-51—pt. 2-41 
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Rome, N. Y., February 19, 1951. 
ONEIDA Suppty Co., INC., 
Oneida, N. Y. 

GENTLEMEN : We are indeed sory to learn that your source of supply on pipe 
and pipe fittings are going out of business and that you are obliged to seek 
another source which, no doubt, will be pretty tough to do, at this time. 

We do, however, hope that you will find a new source that will take care of 
your needs as we have been depending, to a degree, on certain pipe fittings and 
pipe which we use in our production, as well as, a few maintenance supplies. 

Wishing you the best for obtaining a new source, we are, 

Very truly yours, 
Tue Kent Co., INC., 
R. A. ANDERSON, 
Purchasing Agent. 


One Iba, N. Y., February 21, 1951. 
Mr. G. W. Srmon, Treasurer, 
Oneida Supply Co., Oneida, N. Y. 

Dear Mr. Stmon: In reference to our conversation relative to your supplier 
withdrawing from the manufacturing of steel pipe, we can appreciate your posi- 
tion ; because of the national program being under way. 

It is very apparent that you are entitled to relief through the Government 
channels, and since we pick up this material from your stocks, we too, are inter- 
ested in your appeal. 

We wish you every success in securing the cooperation of the agencies in- 
volved, and allocation from other suppliers. 

Very truly yours, 
B. P. Turte Co., 
L. G. WILDER. 


Onempa, N. Y., February 24, 1951. 
Mr. GeorGe SIMON: 
Oneida Supply Co., Inc., Oneida, N. Y. 

DeAr Mr. Stmon: We are indeed sorry to hear that you have lost the source 
of your steel-pipe supply as we have depended on you to supply our pipe needs in 
the past. We do a large amount of work in schools, churches, and other public 
buildings, as well as in private homes and need a dependable supply. 

We sincerely hope you will soon be able to contact other sources so that you 
can continue to supply our needs in this line. 


Very truly yours, 
Maycock & EVANS, 
L. W. Maycock, 


ONEIDA, N. Y., February 27, 1951. 
ONEIDA Suppiy Co., INc., 
Oneida, N. Y. 

GENTLEMEN: We are very sorry to hear that you have lost your source of 
supply on pipe, and cannot accept orders without a new supplier. 

We feel that we have had some wonderful business relations over the past 
years and we sincerely hope you will be able to find a new supplier of pipe in 
the near future. We have come to depend on you as our warehouse in this vi- 
cinity and your loss of stock will be greatly felt. The inconvenience of truckers 
not wanting to handle pipe leaves us only with rail transportation and the 
service cannot be depended on in times like these. How other suppliers will like 
supplying us with pipe we don’t know, but our troubles are little ones compared 
to yours. 

Hoping you find a new source of supply in the near future, we remain, 

Yours very truly, 
HINMAN MILKING MACHINE Co., INc., 
W. A. Ginter, Purchasing Agent. 
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HAMILTON, N. Y., February 27, 1951. 
Mr. Geo. W. Stmon, 
Oneida Supply Co., Oneida, N.Y. 

Dear Sir: I have just learned that your source of supply for pipe has termi- 
nated and as I have depended on you to supply me with both pipe and fittings, 
I am quite perturbed over the situation. I sincerely hope that you will be able 
to contact someone who will supply you with a reasonable quantity of pipe in 
particular and will appreciate your keeping me informed as to what success you 
are having toward that end. 

As you know, I have already contracted to supply and install complete plumb- 
ing facilities in a large number of new homes and without you as a source of 
supply, I am in somewhat of a quandary. I am sure that it will be difficult for 
me to find anyone else in this part of the State who will take on a new customer 
at this time, conditions being what they are. 

If there is any way that I can help you in locating a new source of supply, 
please don’t hesitate to call on me. 

Sincerely, 
Burt FISCHER. 


OneEIDA, N. Y., February 28, 1951. 
ONEIDA SupPty Co., INC., 
Oneida, N. Y. 

GENTLEMEN: We regret very much that you have lost your source of supply 
on pipes and fittings. 

As you know, we have depended on you for our entire requirements and it 
will be extremely difficult for us to find another source of supply under the 
present market conditions. 

We trust that you will find a manufacturer who will take care of your re- 
quirements and that, therefore, you can take care of ours. 

Yours very truly, 
PauL M. FUu.LLeR, INc. 
JAMES H. KEENE, 
Vice President. 


Onerpa, N. Y., February 28, 1951. 
ONEIDA SUPPLY Co., INC., 
Oneida, N. Y. 
(Attention Mr. George Simon.) 

DEAR GeorGe: Inasmuch as I buy 100 percent of my pipe at Oneida Supply Co., 
it is very disturbing for me to learn that you have lost your present source of 
supply for pipe. 

As you know, other companies will not take on new accounts at this time, 
consequently, by losing your source, I have in turn, lost mine. 

Hoping that you will be able to locate a new source of supply very shortly 
as I have orders in to you now for pipe and expect to be placing additional 
orders since spring is near and that is the time our business picks up. 

If there is any possible assistance I can give you in locating a much needed 
source for pipe please do not hesitate in calling upon me for assistance. 

Yours very truly, 
‘ FRANK J, Murz. 


Jack's TASty SNacK SHop, 
Oneida, N. Y., February 28, 1951. 
ONEIDA Suppry Co., 
Oneida, N. Y. 
(Attention: Mr. George Simon.) 

Dear Sir: We are very disappointed to learn that you have lost your source of 
supply of pipes and fittings. We have depended upon you in the past for what- 
ever our needs are in that type of merchandise. 

Since you are a local concern, convenient to us, we would certainly prefer to 
continue to depend upon you for these items. 
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We are anxious to learn how you progress in obtaining another source of 
supply and if we can be of assistance in any way, we would be glad to have you 
call upon us. 

Sincerely, 
M. P. RupNIckK, 
Secretary-Treasurer. 


SHERRILL, N. Y., March 1, 1951. 


Mr. Georce W. SIMON 
Oneida Supply Co., Ine., 
Oneida, N.Y. 

Dear Mr. Stwon: The other day, your representative, Mr. John Zeh, made his 
routine call here at the factory and during our conversation, he brought out the 
fact that it might be very difficult for us to readily receive future shipments of 
%- and l-inch galvanized pipe. 

I am sure you are very familiar with the fact that pipe of this type is very 
essential in the milking-machine industry and we are very concerned over the 
possibility of trying to purchase this pipe at some distant source. I do hope that 
your organization will do everything possible to acquire another source of supply 
for this pipe so that it will be available for our customers to use in the installa- 
tion of our milking machines that will be sold in future months. 

If there is any way in which we might help you in contacting a source of supply 
for iron pipe, please contact us. 

Yours very truly, 
CONDE MILKING MACHINE Co., INC. 
ALBERT H. CONDE, Treasurer. 


ADAMS Dalry Co., 
Oneida, N. Y., March 5, 1951. 
Mr. GeORGE SIMON, 
Oneida Supply Co., Oneida, N.Y. 

Dear Siz: Being a food processor, and dependent upon your company for 
plumbing supplies, I am somewhat disturbed that you have lost your source of 
supply. 

In our business we have to operate 7 days a week and must be in a position to 
repair our plant at a moment’s notice. We certainly hope that you can obtain a 
new source so that you can continue to serve us as you have in the past. 


Very truly yours, 
A. E. Dewan. 


VERNON, N. Y., March 5, 1951. 
ONEIDA Suprpry Co., INc., 
Oncida, N. Y. 
(Attention: Mr. George Simon.) 

Deir Grorce: We are very sorry to hear that you have lost your source of 
supply on steel pipe, as you know in the past we odtained our supplies from 
vou and wish to continue to do so. We are very dependent on you along this 
line and by you losing your supply of pipe we have lost ours, for as you know no 
one else will take on a new customer at this time. 

Hoping that you will be able to obtain a new source of supply very shortly 
for soon it will be in great demand, due to the fact the plumbing business starts 
in high gear in the spring of the year. 

If there is anything in our power that we can do in helping you obtain a new 
source of supply along this line, please do not hesitate in calling upon us. 

Very truly yours, 
VerRNon PrumBIne & HEATING Co., 
Frep T. SPEAR. 











SMALL BUSINESS AND THE NATIONAL EMERGENCY 1845 


BoarRD OF WATER COMMISSIONERS, 
Canastota, N. Y., March 5, 1951. 
Mr. Georce W. SIMON, 
Oneida Supply Co., Inc., Oneida, N. Y. 

Dear Mr. Simon: Our recent inquiry regarding pipe, which resulted in the 
information that your supplier of pipe had failed you, left us up in the air as to 
filling our requirements of pipe at this critical time. As you know we have 
depended on your company to supply our needs of pipe for some time past. We 
have considerable work planned for this spring, and to find a firm who would 
accept and supply a new customer at this time would be difficult. 

We most certainly hope you will be able to locate an adequate source of supply 
of pipe and fittings in the very near future. If we can be of any help to you in 
doing so, we will be glad to have you call on us. 

Very truly yours, 
3OARD OF WATER COMMISSIONERS, 
Jay H. OsTRANDER, Superintendent. 


CanastTora, N. Y., March 15, 1951. 
ONEIDA Suppey Co., INc., 
Oneida, N. Y. 
Attention: Mr. George W. Simon. 

Dear Str: We were very disappointed to learn through your Mr. Zeh that 
you had been left up in the air for a source of supply of pipe due to unavoidable 
circumstances on your part. 

As you know this will work additional hardships on our company, inasmuch 
as we have been dependent in part on you for pipe required for maintenance 
purposes in our plant along with other items of which you are familiar. 

We will appreciate your advising us immediately when you are again in a 
position to take care of our needs for these materials. In the meantime, if 
there is any assistance we could offer you that might result in your obtaining 
new dependable source of supply for these materials, please do not hesitate to 
call on us 

Very truly yours, 
ONEIDA Propucts Corp., 
D. C, JONES, 
Assistant Purchasing Agent. 


Exuisir D 

(Letters submitted by George Gardner, president, New York State 

Automobile Dealers Association.) 
JAMESTOWN, N. Y., April 13, 1951. 
Mr. CHARLES D. HENDERSON, 
New York State Automobile Association, 
Albany, N. Y. 

Dear CHARLIE: As instructed by the members of the Jamestown Automobile 
Dealers Association we are requesting you to present the following facts to the 
Small Business Committee 

Due to a general lack of housing in heavily populated areas throughout the 
United States the automobile has become as essential to our economy us our 
railroads, trucks, and telephones. Many thousands of small communities have 
no other source of transportation to connect them to shopping areas and to 
their jobs. Without the use of automobiles the factories in this city could 
not operate, as 75 percent of the workers use cars to go to and from their jobs 
The largest percentage of these people live outside of the city where no trans- 
portation is available. 

Because of these facts the automobile dealer has in the last 25 years grown 
to be one of the largest retail merchants in his community. Not only does he 
sell new and used cars but he services old ones and also carries a large stock of 
parts for this purpose. Because of his investment he cannot afford to jeopardize 
his business by unethical practices any more than a department store or any 
business whose income depends on service to the public. The automobile dealers 
in Jamestown have an investment in real estate and buildings of $1,570,000, pay 
rolls amounting annually to $1,372,770, Federal income taxes amount to $326,850, 
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New York State tax, $43,580. In addition to the investments mentioned above 
they have many hundreds of thousands of dollars in parts, accessories, special 
tools, and general inventories of new and old cars. 

As dealers we fear with alarm the suggested additional tax of what the 
Treasury Department claims is a 7-percent to a 20-percent tax on automobiles. 
The fact is in the amount of money now paid for a new automobile 25 percent 
is for tax of one kind or another. To add an additional 13 percent would bring 
the total taxes to almost 40 percent. This would put a car completely out of 
reach for the average worker to whom a car is So necessary and would put a tax 
on essential transportation far beyond what is collected from such luxury items 
as perfumes, furs, and jewelry. 

We wish to here protest again about the limiting of financing of an automo- 
bile to 15 months. This, of course, is a restriction which favors our wealthy 
people who do not need finance plans and hurts very badly the people who are 
forced to finance because of low incomes and whose automobile is so necessary 
in most cases to their existence. We believe that with the necessary cut-back 
in production of new cars, plus the additional cost, there must be some provi- 
sion made to extend credit beyond 15 months so that the average man is able to 
purchase better transportation when necessary. 

We wish to protest most vigorously the recent action of Government in passing 
threugh the recent rise in prices of 344 percent without allowing the dealer his 
historic percentage of profit. It is simple arithmetic to figure that each rise in 
price adds to the dealer’s cost of doing business. The additional capital alone 
required to finance this increase is a substantial item. 

We are sure that the automobile dealers of this State and every State are 
loyal, hard-working American citizens, more than willing to accept their share 
of sacrifice and more than willing to do their best in keeping our great country 
a free democracy as it has been. We do believe that these protests and sugges- 
tions we are making will help us to achieve that aim. 


Very truly yours, 
JAMESTOWN AUTOMOBILE DEALERS ASSOCIATION, 


Frank B. Smiru, President. 





RocuHester 14, N. Y., April 14, 1951. 
Mr. C. D. HENDERSON, 
New York Automobi.e Dealers Association, Inc., Albany, N. Y. 

Dear CHARLIE: Enclosed herewith is resolution adopted by our board of 
directors, Friday, April 13, 1951. 

Hope you can use it at the hearing on Tuesday. 

Very truly yours, 

RocHESTER AUTOMOBILE DEALERS’ ASSOCIATION, INc., 
Ep. 


RESOLUTION 


Whereas the board of directors of the Rochester Automobile Dealers’ Associ- 
ation, Inc., at a meeting held Friday, April 13, 1951, discussed problems of auto- 
mobile dealers related to the national emergency ; and 

Whereas the essentiality of the automobile in connection with the prepared- 
ness program, civil defense plans, and national economy is being questioned by 
certain Government officials; and 

Whereas the cut and anticipated cut in the production of automobiles will 
result in increased costs per unit, dealers operating costs per unit will soar 
and Government tax incomes will be greatly reduced ; and 

Whereas the proposed tax raise from 7 to 20 percent, increasing the tax on 
new automobiles from $48 million to $90 million in New York State alone, is 
unfair and discriminatory ; and 

Whereas the effect of the present credit controls by the Federal Reserve Board 
is limiting the purchase of essential transportation to the higher-income group, 
compelling the low-income group to cash bonds and use up savings to make re- 
quired payments. Increasing in large amounts the number of used cars in 
dealers stocks, cars that could go into hands of owners of unsafe and unreliable 


transportation; and 
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Whereas the recent 3%4-percent price raise granted manufacturers of new 
automobiles has reduced the dealers’ customary margin of profit and with the 
proposed decrease in production and increase in the cost of doing business, 
lower discounts may result in increasing dealer mortality: Now, therefore, be 
it 
Resolved, That inasmuch as these problems are detrimental to our industry 
and the public, the Rochester Automoble Dealers’ Association, Inc., recommends 
that the New York State Automobile Dealers’ Association, Inc., urge the House 
Small Business Committee in its hearing in Syracuse, N. Y., to recommend in its 
report to Congress necessary steps to correct the erroneous assumption that 
automobiles are nonessential in the defense effort; and be it further 

Resolved, That the House Small Business Committee recommend to Congress 
that proposed cuts in production be weighed against increased cost per unit, 
loss of wages, loss of tax income to the Government, and higher prices to con- 
sumer; and be it further 

Resolved, That the House Small Business Committee recommend to Congress 
the proposed tax increase from 7 to 20 percent be abandoned and, if necessary 
a general sales tax be substituted, discriminating against no one industry; and 
be it further 

Resolved, That the House Small Business Committee recommend to Congress 
that regulation W be amended, increasing the time limit for payment of auto- 
mobiles from 15 months to 21 months; and be it further 

Resolved, That the House Small Business Committee recommend to Congress 
participation by dealers in any price increase granted to manufacturers and 
the preservation of dealer historic discount. 


Rupp, PENsERTHY & NELSON, 
Utica, N. Y., April 5, 1951. 
Mr. CHARLES HENDERSON, 
New York State Automobile Dealers Association, 
Albany, N. Y. 

Dear CHARLIE: Your special bulletin addressed to local associations in the 
State and signed by Carl Fribley has been received. Mr. Kdwin Welch, the 
president of the Utica Automobile Dealers Association, Inc., and myself have 
considered going to Syracuse but find it is impossible to do so. We want the 
State association, however, to know that we are thoroughly in support of your 
position and hereby authorize and direct you to so advise the congressional com- 
mittee at the hearing at Syracuse. 

We are unable to give you the information as to the amount of taxes paid 
to the treasury of the State and Federal Government as well as the amount 
of wages paid and real-estate investments. We plan to lay the ground work 
for obtaining this information from our dealers at the next meeting which will 
be held on the 16th of April. I say that we plan to lay the ground work out, since 
the dealers generally keep their private accounts fairly close to the chest and it 
will be a lot easier to lay the preliminaries for obtaining this information at 
a meeting where they are all present. 

We, however, wish you to understand that we are thoroughly in support of any 
action taken by the State association, and if there is any special form of reso- 
lution you wish adopted or statement which you wish issued, please submit the 
same and we will attend to its immediate execution. 

I understand that in the latest issue of Collier's, which has not yet come on 
the stands, there is an editorial contained on the last page stressing the im- 
portance of automobile dealers to our economy. This may furnish you with 
some additional information. I have not read the article, but Ed Welch, our 
president, has and advises me it is excellent. 

Good luck to you and Car! Fribley in the battle. 

Sincerely, 
Mitt NELSON. 
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S. Sam SorBerto, Inc., 
Fulton, N. Y., April 8, 1951 
New York Stare AUTOMOBILE DEALERS, INC., 
190 State Street, Albany, N. Y. 
(Attention: Mr. C. D. Henderson.) 

Dear Mr. Henperson: As secretary of the Oswego County Automobile Dealers 
Association, I am authorized to speak for our 30 member dealers and we do 
fully endorse the program set up by our State association in any discussions 
they may have with the House Small Business Committee. 

We are particularly against any proposed increases in excise taxes and are 
for a relaxation of credit controls. It is our humble opinion that they hurt the 
most the one in the greatest need. Automobiles are essential and should cease 
to be treated as a luxury. 

We shall cooperate fully with our Government should there exist a real 
emergency or necessity of a restricted production of automobiles. We are simply 
asking our Government to continue to treat small business as a valuable part of 
this country’s economy and social structure and that auto dealers are an im 
portant part of that small business. 

Knowing you will present our problems and needs in the fairest way possible, 
I remain 

Very truly yours, 
Oswesco COUNTY AUTOMORILI DEALERS ASSOCTATION, 
S. SAM SORBELLO, Secretary. 


. 


Watertown, N. Y., April 10, 1951. 
Mr. Cnar_es D. HENDERSON 
Necretaryu, New York State Automobile Dealers, Inc., 
ilbany, N. Y. 

Dear Mr. Henverson: We have been advised by Carl E. Fribley, chairman, 
public-relations committee, that you will appear before the House Small Business 
Committee at Syracuse, N. Y., on April 17, at which time hearings will be held 
on problems of small business related to the national emergency. 

The Watertown Automobile Dealers, Inc., consists of 15 franchised dealers who 
have been responsible businessmen in this community for a number of years, 
men who have taken an active part in and have generously supported all civic 
improvements and affairs. Our members, during good times and bad, have 
realized that the product they were selling and the service that they were 
rendering was essential to a community of our size, which is dependent upon the 
automobile for transportation to and from work and in the conduct of general 
business. 

As small-business men collectively employing four or five hundred people with 
a large annual payroll, with thousands of dollars invested, we appeal to this 
committee for assistance in presenting to our legislative bodies the unfairness, 
the hardships, and the disastrous effect upon our entire economy if further taxes 
be imposed upon the public through the automobile, and ask that some relief 
he grat ted in present credit controls. 

All our dealers are suffering from decreased production and increased over- 
head, from which we have had no relief. While the manufacturer has had an 
increase of 3% percent, this has not been passed in part to the deeler. The 
used-car situation is serious under present credit controls and very discriminatory. 

It certainly is true that we as small-business men have paid more than our 
share of all taxes and that everything has been done to put us out of business, 
as borne out by the small percentage of profit earned upon the dollar volume 
of business done. 

The members of our association are backing you unanimously in placing our 
problems before the House Small Business Committee. 

Thank you. 

Sincerely, 
R. A. TEGHTMEYER, 
President, Watertown Automohdile Dealers, Ine. 
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OUTLINE OF INFORMATION From Lewis CoUNTY AUTOMOBILE DEALERS ASSOCIATION 


1. Hssentiality of the automobile 

Lewis County is 1,270 square miles in area with a population of 22,447 people. 
Largest village is the county seat of Lowville with population of 3,653. Other 
communities are smaller. Principal industry is dairying, with some factories 
engaged primarily in paper manufacturing and wood-products industry. We be- 
lieve that over 90 percent of the farmers and laborers in our county would be un 
able to continue production without autos and trucks to move the produce of 
milk from the farms to market and to get employees to and from work, since the 
New York Central Railroad serves only the towns, whereas many people live 
outside of towns and commute by auto to work, 

» “Dealers are not crooks but legitimate businessmen itl important places in 
their communities” 

In support of the above, the best argument we have is that the average age of 
the 14 dealerships in Lewis County is 19 years. Therefore, these places of 
business must be respected by the public; otherwise, they would long since have 
failed 
8. Tares paid to the Treasury of the State and Federal Government; amount 

of wages paid to employees; total investments in auto businesses 

No figures are available on the amount of taxes paid by dealers to State and 
Federal Governments, but a rough estimate would indicate between $50,000 and 
$100,000, Annual payroll would probably exceed 8$3800,000. Business investment 
would be between S750.000 and $1,000,000 These figures do not include service 
stations, oil distributors, independent garages, and other allied businesses. Only 
franchised new-car and used-car dealers are included 
4. How the cut and anticipated cut in production will affect your dealers 

There is only one answer to this. A 20 percent cut in available merchandise can 
only result in a much greater reduction in net income and in some cases can force 
dealers out of business, causing financial losses if cuts are further increased. 
It is the opinion of several dealers that a 20-percent cut in cars will result in 
a o0-percent reduction of net income; hence the same or larger cut in income 
taxes 
5. I ffect oT the proposed ercise-taxr raiage from 7 to ?t) pn reevt 

It is estimated that this will cause a reduction of 50 percent in the sales of 
new vehicles. 

6. Effect of present credit controls by the Federal Reserve Board 

It has reduced the sales of used cars primarily; opinion among dealers varies 
as to the amount. What is more important is that many laborers and some small 
farmers are deprived of adequate transportation as a result. 


Effects of “Pass through” of last 316 percent price raise and long-range effect on 
historic dealer discount 


bile dealers 





This does not recognize that increased costs also come to auton 
just as in any other business The long-range effect will be to encourage the 
manufacturer to make reductions in the discount, which could be disastrous i 
carried far enough 
Eff ec t of draft on personne l of auto-deal rships 

If the essentiality of the auto is fully appreciated, then it can be seen that it 
is equally important to keep cars going through repair as well as the distribution 
of new ones. Approximately 120 persons are employed by new- and used-car 
dealers in Lewis County (see three for payroll figures) and not including service 
stations and other allied places of business.- A great many of these employees 
are key personnel, and their loss to armed services would be a blow which most 
dealers could not readily overcome. For instance, a small dealer has three 
servicemen, all trained in mechanical repair work and at least one trained in 
body and fender work. He loses one man and one-third or 38 percent of his 
organization is lost Compare this with the loss of one person in a factory of a 
hundred or a thousand employees. Arrangements for the deferment of important 
men in the service department are very much needed. 
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ScHenectapy, N. Y., April 13, 1951. 
Mr. C. D. HENDERSON, 
190 State Street, Albany, N. Y. 

Dear Mr. Henverson : We will not be able to send a representative to Syracuse 
on the 17th. 

In regard to seven items in Mr. Fribley’s letter— 

(1) I think everyone agrees on the necessity of the automobile for our very 
existence under any and all conditions. 

(2) It is very true that the legitimate auto dealer is a reliable businessman 
with large investments at stake and a very considerable number of employees. 

(3) Taxes paid to local, State, and Federal Governments are very considerable 
amounts, and represent a good percentage in each community. 

(4) The cut in production will affect taxes, employees, and the entire structure 
of the business. 

(5) The effect of a raise in excise tax to 20 percent will be very detrimental. 
Many people who need transportation will be unable to buy, monthly payments 
being increased $10 per month or more. This means an additional tax for the 
motorist, who is already overtaxed in many ways. 

(6) The present credit controls are more than the average workingman can 
stand, and handicaps him in many ways. 

(7) The 3%-percent increase in factory price, with no profit to the dealer, 
merely cuts down the dealer discount, which under present increased cost of 
operation is beginning to cut net profits, which endangers the business, cuts taxes 
to the Government, and will lead to business failures. 

Very truly yours, 
ScHENECTADY AUTOMOBILE DEALERS’ ASSOCIATION, INC. 
J. A. Harapen, President. 





Exuisir E 


Syricuse, N. Y., April 17, 1951. 
R. WALTER RIEHLMAN, 
Member of Congress, 
Syracuse, N. Y. 

Dear Mr. RieueMAN: We are a small business in the heat treating of steel 
and employ from 21 to 40 people. 

We have no Government contracts. However, the customers whom we serve 
all have contracts either prime or subcontracts. 

The parts our customers are manufacturing under contracts, after being 
finish-machined, are sent to us for heat treating to put the steel in the proper 
condition for service as specified by the Government contracts. This heat treat- 
ing necessarily requires some supplies that are on allocation, such as cyanide 30, 
45, and 96 percent, Aerocase, Du Pont salts No. 1 and No. 4A, heat bath No. 2 
and No. 6, pitch coke, Steco (case-hardening compound), muriatic acid, Ameri- 
can Cyanamid’s E. & W. salt, W. S. salt from E. I. du Pont, fuel oil, gas, quench- 
ing oil, size 16 and 18 wire, and alloy metal pots of various sizes and shapes. 

Our customers cannot pass their priorities on to us for the purchase of these 
operating supplies, which leaves us with only the general DO-—97 to work with. 
Up to the present time we have had no great difficulty in purchasing supplies, 
but as events get more critical there can be considerable confusion with this 
DO-OT. 

During the last war we were obliged many times to go to our customers and 
request that they purchase for us the supplies and equipment that we needed. 

Is there not some way that a small business, such as ours, who can show that 
the work being done is on Government contracts, can get some other rating that 
will give them more consideration in the purchase of the necessary supplies? 

Very truly yours, 
GENERAL HeAt TREATING Corp., 
WituraMm J. Hyarr. 
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ExHibBiT F 


Syracuse, N. Y., April 16, 1951. 
Congressman R. WALTER RIEHLMAN, 
Syracuse, N. Y. 

DEAR Stix: We, as dealers in American-made motorcycles, are deeply concerned 
over the fact that legislation has been introduced in Congress to lower the excise 
tax on imported motorcycles and parts. 

With rising costs we find it hard to compete with foreign-made machines. For 
example, our small Harley-Davidson single now delivers for slightly over $400; 
while a small foreign-made machine now is advertised at $275 (same size). 

This condition was caused by the devaluation of the pound sterling, and in 
all fairness to American businessmen (in our business and others) the excise tax 
should be raised to make up for this devaluation, with no consideration at all 
to lowering same. 

I trust you will give the contents of this letter your careful consideration. 

Very truly yours, 
Briv’s Mororcycie SHop, 
WittrAM Harrie. 





Exutisir G 


CENTRAL New York Rerart Liqvor DEALERS ASSOCIATION, INC., | 
Syracuse, N. Y., April 16, 1951. 
Hon. WALTER RIEHLMAN, 
Select Committee on Small Business, 
House of Representatives of the United States. 

GENTLEMEN: We are at a loss to know whether this properly comes before your 
meeting. Rather than take the time of others present, we are submitting it in 
writing with the request that it be inserted as a part of the record of the meeting. 

There are substantially 2,000 retail liquor package store dealers in up-State 
New York, all of whom have been vitally affected by an OPA regulation adopted 
in 1942 which, in effect, prohibited a margin of profit on any increase in alcoholic 
beverage taxes thereafter 

In 1944 there was an increase of 50 percent in the alchoholic tax, raising the tax 
from $6 to $9 per proof gallon. As a part of their wartime contribution, the 
dealers accepted the increase without opposition. This original law was passed 
with the proviso that 6 months after the signing of the peace treaties, it would 
be rescinded. As you know, this was not done. With the cessation of hostili- 
ties in 1945, we assumed that its repeal would automatically take place and, for 
that reason, no effort was made to reestablish our proper margin of profit. We 
patiently waited 5 years and suddenly find ourselves frozen as to our mark-up 
by the recent Federal price regulations. We seek relief from this situation 

The Federal tax of $9 and the State tax of $1.50 per gallon, constitute two- 
thirds of the total cost of the average bottle of whisky. It is, therefore, obvious 
that when the OPA arbitrarily reduced our margin of profit from 28 percent gross 
(the historic margin of profit) to 25 percent gross, we lost 3 percent. When 
they prohibited us from taking a profit on the 1944 tax, they reduced our margin 
of profit from 25 percent to 21.6 percenf, or a total loss of 6.4 percent. 

During the past 6 years rent, clerk hire, supplies and, in many instances, the 
merchandise itself have increased and we find ourselves unable to change the 
situation due to two causes: 

1. The refusal of the distillers to grant us relief because they do not want 
to change the retail price structure. 

2. More recently, to the OPS freezing of prices, which has given them an addi- 
tional excuse for not making any change. 

It is our opinion that if the Government regulations with respect to the retail 
package stores could be changed by withdrawal of the OPS price-freezing order, 
we might possibly stand some small chance of securing needed relief from the 
distillers. 

In conclusion, if relief is not granted, a majority of us believe that it will be 
impossible to continue operations. You just can’t operate a retail business on 
a margin of 21.6 percent. 

Thanking you for your consideration, we remain 

Very respectfully yours, 
Joseru F. Buran, President. 
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Exutsir H 
Syracuse, N. Y., April 13, 1951. 
SMALL Business COMMITTEE OF THE House Or REPRESENTATIVES, 
Syracuse, \. Y. 
(Attention R. Walter Riehlman.) 
GENTLEMEN: This corporation, as a result of National Production Authority 
Order M-—7, has been forced to discontinue the manufacture of its principal 


the WEPCO aluminum storm sash for casement windows. Naturally, 


product 
small businesses similarly 


this has been a blow to us and thousands of other 
affected. But we have no quarrel with the purpose of this order, if the alumi- 
num thus saved will be used with efficiency for the common good, although there 
is reasonable doubt that this is the case at present, 

In any event, we and several other small manufacturers in this area, who were 
similarly affected, reminded ourselves that in union there is strength. We have, 
therefore, formed a group of affiliated companies, and we are seeking work to 
replace that which has been denied us. 

Our purpose in affiliating our organizations is te offer a well-diversified and 
flexible source of prime and subcontracted work, for both military and civilian 
production programs. From this program, for which Weather Products Corp. 
is assuming the responsibilities of supervision of sales and expediting in addition 
to its participation as one of the affiliates, it is to be expected that each affiliate 
will benetit mutually by active participation and cooperation in this program. 

Full use of the facilities of any or ali affiliates is available, subject to prior 
erders requiring a portion of our capacity. 

Thus, we offer efficient service on complete assembly or subassembly projects, 
since facilities are available to manufacture Component parts, to use these com- 
ponents in assembly, and to package completed assemblies. We can perform 
on single operational work, completed parts and complete assembles and we can 
coordinate the various operations and thereby assume this burden for our cus- 
tomers 

We will welcome advice on how to sell our organization and its facilities to the 
Government and to prime contractors. 

In order to assure small manufacturers who are working as subcontractors to 
large manufacturers that a scarcity of materials will not force them to lose their 
opportunity for business, we feel that our problem should be recognized through 
the controlled materials plan, National Production Authority allocations, or other 
means. Provision should be made to assure the small manufacturer of priority 
on scarce materials in a proportion to his total business equal to the proportion 
allowed the large manufacturer. This then would indirectly provide the mate- 
rials for the large manufacturer, since the production of the small manufacturer 
is normally sold to the large manufacturer. 

Also, in order to further the contributions to mobilization which must come 
from small business, a more liberal attitude in consideration of Government 
loans for expansion should be taken. 

Naturally, the smaller-business man does not have the time nor the means 
to press his case in Washington. Therefore, decentralization of Government 
authorities might be the means of accomplishing more closely informed and 
prompt decisions 

Sincerely yours, 
WEATHER PrROpuCcTs Corp., 
JAMES A. BENTLEY, Jr., 
President. 


Exnisit I 
J. R. Ciancy, INc., 
Syracuse, N. Y., April 18, 1951. 
Hon. R. Water Ren LMAN, 
Wember of Congress, Suracuse. N. Y. 

DEAR CONGRESSMAN: We are in receipt of your letter of April 11 and regret 
that prior appointments prevent us from being present at the meeting in the 
Niagara Mohawk Power Corp. auditorium April 17. We are, however, anxious 
to give you an outline of our experience in the past as a small manufacttirer and 
we hope this will be helpful to you in your work and we trust you will accept 
our criticism of the Government methods as constructive, 
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At the beginning of World War II the small manufacturer was given no con- 
sideration whatsoever. He was supposed to get his work through the large 
manufacturer and in their frantic effort to get their huge organizations together 
to get material out on time they placed job after job with the small manufac- 
turer and lead the small manufacturer to believe that these jobs would be 
steady for the duration of their contract, but just as fast as they could get their 
own shop in order they took the jobs away without a minute's notice. 

We would like to recite a case in point..The New Process Gear Co., of Syra 
cuse had a contract for elevating mechanism. They were supposed to have a 
model produced by a certain time and Mr. Knudsen was coming here for an 
inspection with the result that we ran our shop continuously for 5 days and 
3 nights to carve out three parts for which they had no tools to make them with 
They then placed an order for the tools, jigs, and fixtures with an outside con 
cern and when they came in they were found to be out of register. In other 
words they had to be reworked but in the meantime they needed many pieces so 
we took the job to rework these jigs and fixtures and as fast as one Xture Was 
finished we put it on a production scale. The other operations we were perform 
ing by the tool-room process. We were told this job would be permanent and 
when we got all the fixtures in register and got the cost down on the item, 
without any notification whatsoever they backed up to the door and took the jigs, 
fixtures, and forgings out. There were numerous cases of this kind 

Also, at the start of World War II the large manufacturer could get all the 
machinery they required from the Government without investment If a small 
manufacturer had nine machines and needed one more he had to put up his own 
money to buy the machine and he had to buy it through whoever had the prime 
contract. 

Another illustration, we were building dies for General Electric In other 
words, we converted our tool room and added to it to take on this type of 
work. Our steel allotment in our other departments being for common strip 
and angles did not cover tool steel and we supposed we were in line by extending 
General Electric’s priority on what tool steel we required for these dies. <A 
representative of the New York priority office called one day and said we were 
Violating the reguiations. He went on to explain to us that if we built a new 
factory across the street we would have the authority to extend these priorities 
but not for use in our own factory Our counterargument was that we had the 
capacity in our own factory, we had the machines, power, lights, heat, and the 
know-how, and we could not see the advisability of building another factory, 
especially with the shortages of material and machinery 

After threatening us with prosecution, ete., we told him we would shut the 
job down until we got it clarified and they finally came through with an author- 
ization to extend the priority There were many instances of this kind, the 
small manufacturer was entirely forgotten and was entirely at the mercy of 
the large manufacturer 

Now, in closing, let us point out and we believe vou will agree with this that 
the smal! manufacturer in view of his treatment from the last war is not going 
to give the same wholehearted cooperation to the Government in the present 
crisis that he did in World War IT unless the Government takes immediate 
steps to see that he is accorded some consideration. 

We hope that this will be helpful to you in your work and we want to com 
ment you for undertaking it and want to assure you of our full cooperation 
znd again let us say these are not petty grievances. We were able to keep our 
plant going full capacity during the war and we got along very nicely without 
the Gear Co.'s work and several others but we still remember the treatment 
that was accorded us and believe you would feel the same. 

Very truly yours, 


C. FE. ToMpKINS, President 


Exnisit J 


L. House & Sons Co. INc., 
Syracuse, N. Y., April 12, 1951 
WALTER RIEHLMAN, 
Tulin, N.Y 
Dear REPRESENTATIVE: The problems of war are supposed to be shared by all, 
but, organized groups get the material gains. Small business can survive only 
through organization and a better-informed representation. 
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Small business is licked by pressure groups, 5-percenters, red tape, expenditers, 
lack of rating, and the agents of Government. 

As a luxury business, we were bled and are suffering, and we do not expect 
any knights in armor to defend us. Stockpiling for Government use was ne- 
glected. How can small business compete with this bureaucratic power for 
metal, citric acid, aluminum, and labor. Your costs are raised and your prices 
froze. The substitutes you are forced to use do not meet the pure food laws. 
The profiteers who pay no taxes get the goods. 

These shortages, imposed shortages of the last war, and this by high officials 
with unclean hands, is an expression of moral decay in Government which your 
well-meaning committee can do little about. 

Small business, the foundation of our prosperity, is facing the debacle of 
statism and bureaucratic control. So, I remain. 

Fearfully yours, 
L. Crype Dwieut, Secretary-Manager. 


Exuisir K 


New YorK Farm EQuiPMENT DEALERS’ ASSOCIATION, INC., 
Skaneateles, N. Y., April 14, 1951. 
R. WALTER RIEHLMAN, 
Member of Congress, Syracuse, N. Y. 

Dear Mr. RrenuMAN: We have received your kind invitation to appear before 
the Select Committee on Small Business of the House to be held in Syracuse, 
April 17. We would prefer to file this written statement with the committee. 

We are a trade organization, similar to many other retail trade groups, and will 
attempt to speak directly for our membership and, indirectly, for nonmembers 
whose problems are the same. 

We are having the typical troubles of procurement common to all of the 
retailers of “hard goods.” We are assuming that there is little the committee 
can do to ease that situation in view of the military need, a granting of a DO 
classification to the farm machinery manufacturer just recently, and the institu- 
tion of a CMP plan about July 1. We have had a record run of equipment for 
farms during the fourth quarter of 1950 and the first quarter of 1951. It is our 
opinion that producing farms will be adequately tooled for the 1951 crop season. 

Our immediate concern is the supply of coil baling wire and baler twine to 
be used in the automatic balers now owned by New York farmers. It was evident 
in December of 1950 that both of these items, wire and twine, were not being 
made available to New York distributors, both wholesale and retail. Both items 
have given our dealers cause for concern. We sincerely feel our responsibility 
to make twine and wire available to customers who have purchased automatic 
balers from us. Lack of either twine or wire immobilizes an expensive, labor- 
saving hay-packaging machine for which there is no sensible substitute. Copies 
of letters and reports concerning the wire-and-twine situation are attached. We 
ask that the committee exert its influence on the United States Department 
of Agriculture Office of Materials and Facilities and on the Steel Division and 
Cordage Division of NPA to the end that sufficient supplies of coil-baler wire 
and baler twine are channeled to New York State and to the other hay -producing 
areas of the Northeast prior to July 1. 

Another problem is manpower. Our industry has absorbed a large number 
of young men since 1946. It takes from 2 to 3 years of constant training and 
careful supervision to educate an apt young man to be a competent service 
mechanic. Losing one or more of these trained specialists to the draft leaves 
a service vacancy that cannot be ably filled by substitute help. The net result 
is farm-machinery breakdowns and loss of time or crop endangering our already 
slim milk and food supply. We ask that some method of deferment be instituted 
to allow more time between draft call and induction for farm-machinery me- 
chanics to allow dealers time to procure and train substitute help. 

A third problem is the supply of farm implement and tractor tires. We are 
informed by the tire manufacturers that the national stockpile of natural rubber 
is enough at present for some 4 or 5 years supply. Yet Government has re- 
stricted the amount of rubber to be used and has, arbitrarily, specified the sizes 
of tires to be made to the result that there is a shortage of tractor and implement 
tires. We feel that this is an action of Government that is not fair and de- 
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cidedly unwise. We are informed that stockpiled rubber is an embarrassing 
storage problem plus, being concentrated in such large quantities in warehouses, 
it becomes a likely target for the arsonist and saboteur. We recall a fire in a 
Boston warehouse about 1941 that destroyed a large percentage of our then 
rubber supply. It appears that government is making the reoccurrence of such 
expensive destruction doubly easy. We ask that the committee use its influence 
to increase the flow of natural and artificial rubber to the tire plants and that 
restrictions on the manufacture of tractor and implement tires be removed 
at once. 

Knowing your interest in the food supply, we ask that you present the above 
troubles of a segment of New York’s small-business men to your committee for 
prompt consideration. Supporting information, if needed, will be furnished at 
your request. 

siucerely, 
Rosert C. BuRNETTE, Managing Director. 


[Telegram sent 2/5/51 to Senator Lehman, Washington, D. C.] 


Under present NPA order M-6 Government expects steel industry to deliver 
to dealers annealed coil wire for balers at 75 percent of 1950 deliveries. Neither 
deliveries nor promises are being kept. Steel industry does have reserve ton- 
nage that could be put into immediate production. With reduced farm labor 
supply balers will be used more, so need for wire will increase to approximately 
2 tons per baler. Nineteen hundred and fifty-one wire requirements should be 
in dealer hands by June 1. Total tonnage required small but deiivery timing 
most important for 1952 hay needs. Facts have been developed by Taylor of 
Office of Materials and Facilities of USDA but appear to be snarled in Secre- 
tary’s office. Uncertainty of supply worries farmers, dealers, and suppliers. 
Suggest discussion with Taylor and Secretary as wire production and rail de- 
livery cannot be depended upon during present confused situations. New York 
dairymen and farm-equipment dealers would appreciate help. 

New YorK FArM EQUIPMENT DEALERS ASSOCIATION. 


A ReporT ON THE BALER WIRE SITUATION, MARCH 21, 1951 


A telephone check of the distributors or jobbers of coil baling wire in New 
York State as of today shows: 

1. A 1950 total tonnage of 1,471 tons. 

2. Nineteen hundred and fifty-one orders totaling 1,895 tons. Some of this 
tonnage has not been accepted by steel mills but the various jobbers would place 
orders for this amount if the mills would accept. 

3. Of the 1,895 tons needed, 240 tons had been received up to February 15. 

4. Three hundred tons were received by jobbers during the month February 15 
to March 15. 

5. Future shipment promises are: 


Tone 

p ae siannai saibinbeaniioteiies sip lacdadteana thelial stossicins inceeapiibteees —, 
Seid seiaciahdantaidtiahiibiansidianaiin ws aneu : Shalieiaietittkatenelstinnbipesltpesnintecaom! AED 
/ “SSR SA SSS ee a ideiechabal aie la lace ctaat dniantinced 140 
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_ ee Sy See il ehciicibatainenianiacle 700 


6. Therefore, the total tonnage received to March 15 is 540 tons plus the 
promises of mills for the next 4 months of 700 tons means that there could be 
available under present planning 1,240 tons out of the 1,895 needed. Sixty-five 
percent of enough wire under present “promises.” 

Obviously, this situation means that one out of every three farmers desiring 
baler wire prior to July will not have any. 

It is the apparent desire of Government to take charge of all production 
scheduling of steel which includes wire products. Government, thus, has taken 
an existing freedom from the steel mills and from their distributors. So, 
yovernment, not the steel mills and their distributors, are now responsible for 
production and distribution. This removal of a freedom by Government has been 
thinly disguised as being necessary for national defense, a subject not devoid of 
some criticism. 
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Repeated attempts have been made by this association and by interested 
jobbers, manufacturers, the press, and radio to bring this situation to the atten- 
tion of Government personnel to no avail. 

This report is being sent to you to give you the present picture. Any single 
thing you may find it possible to do to increase the flow of coil baler wire to 
New York farmers prior to July 1 will certainly be appreciated by all. 

New York Farm EQuipMENT DEALERS ASSOCIATION. 


New YorK FARM MACHINERY DEALERS ASSOCIATION 


W. R. ALLSTETTER, 
Deputy Director, Office of Materials and Facilities, 
Production and Marketing Administration, 
U. S. Department of Agriculture, 
Washington 25, D.C. 

Dear Mr. ALLStrerTerR: This is in reply to your letter of March 19 in which you 
indicate both American and Bethlehem have told you that they will ship New 
York State jobbers “as much wire as possible.” 

Your letter indicates that certain jobbers will receive a car occasionally and 
that others are on a monthly allocation. We had established that much informa 
tion a month ago, 

For your information, the Canandaigua distributor, the Frick Co., furnishes 
wire to Avon, Medina, and South Amsterdam dealers for distribution at those 
points. They take care of the Minneapolis-Moline balers only. 

You state that you believe that the wire situation for automatic balers this 
year will be “much improved over last year.” Yet New York State had 1,471 
tons in 1950 and will get but 1,240 tons in 1951 if all “promises” are fulfilled, 
just 65 percent of New York needs, This situation may be your idea of “much 
improved” but to New York jobbers, dealers, and farmers the word “tragic” 
would be a better choice. 

You may be interested in the attached report of the existing situation in New 
York. This report is being distributed to the manufacturers, jobbers, dealers, 
press, radio, farm organizations and others interested in next winter's dairy) 
feed supply. It is to be hoped that you gain therefrom some factual information 
that is most obviously absent from your letter. 

Sincerely, 
Rovert C. BuRNETTE, 
Managing Director. 


Baler twine—Charley Mosher of Columbian Rope, Walt Granger of Plymouth 
Cordage, and J. LD. Coath of Winne & Co, of Philadelphia ail tell me the same 
story. They say that there probably will be just about baler twine enough if 
every dealer and every farmer buys just what he actually needs and no more. 
Greedy dealers and greedy farmers will make the situation rough for everybody. 

Coil baling wire—As of March 15 this is the story: In 1950 we had 1,471 tons 
Ordered for 1951 is about 1,900 tons. Delivered and promised for delivery in 
1951 is 1,240 tons, only 65 percent enough. What to do’ Write to me, write to 
Senator Lehman, Senate Office Building, Washington 25, D.C. Tell us your coil 
baling wire trouble. We must pile a lot of wood on the fire or the pot will never 
boil. 

Dealers tell me that jobbers and distributors of twine and wire tell them thar 
the DO-—97's are no good and that jobbers do not have to pay any attention to 
them. I have asked Bill Noble to investigate this situation in Washington 
The way the law reads every supplier must honor any DO order before any 
unrated one. If the DO-97 is not to be honored by suppliers, the NPA should 
be informed and strengthen the law or abandon it. 

The association attempt to get the penal law amended so as to punish anyone 
who destroys serial numbers on farm equipment was not reported out of the 
codes committee and thus was not acted on in the assembly. It passed the 
senate. So you can tell your assemblyman what you think about that kind of 
a deal. The dealers association and the Farm Bureau were given the brush-off. 
All black murketers will be very joyful. 

Sincerely, 
Rosert C. BURNETTE, 
Managing Director. 
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BALER TWIN! 


Baler twine is usually made from a lot of Mexican henequen and a little 
Central and South American sisalana mixed in. Most of the United States 
baler twine is spun by IHC and Plymouth. 

In 1950 nearly 100 million pounds of fiber was made into baler twine by (1) 
the Uuited States cordage companies, (2) the Mexican mills that ship to the 
United States and (3) by some of the prisons in the Central West. Almost as 
much binder twine was made or imported. Thus farmers used up about 200, 
000,000, pounds of henequen and sisalana in 1950. 

This year they will use up about the same amount but there will be more 
baler twine and less binder twine. That trend will probably continue until more 
balers use the roll-up or round-bale system. 

These henequen and sisalana fibers have been priced in the recent past at from 
8 to 11 cents per pound. Today they are quoted from 26 to 30 cents per pound, a 
situation that could easily double the price per bale of both binder and baler 
twine. 

joth Government and the cordage industry insist that there will be enough 
twine made this vear to bale and bind the 1951 crops if every dealer and every 
farmer buys only just what he actually needs. They admit that any miss or 
skip in distribution will mean that some dealers and farmers will go without. 

For the year 1952 and beyond, the situation is distinctly cloudy due to these 
factors: 

1. Economic: If we are to be solely dependent on these Mexican and 

Central and South American countries for an increasing amount of fiber 
and at a rapidly increasing price for the raw fiber, we shall soon hit a point 
at which the twine will cost farmers more than it is worth to them. 
2. Mexico and Cuba do have mills that they want to keep running at 
capacity thus getting an export price for a finished product. Their product 
has not been anywhere near as well-spun as the twine made in the United 
States 

3. The Mexican and Central American drought has cut fiber prospects 
for the autum of 1951 by as much as 50 percent. Mexico and Cuba have 
placed embargoes on fiber which means that no raw fiber will leave those 
countries until the needs of their mills are filled. 

$4. Scare buying and hoarding will have an immediate and drastic effect 
on supply and should be discouraged by all 

5. Unknown military requirements. 

6. Large and unforseen purchases by the Soviet Union. Mexico has, in 
tLe recent past, supplied a tremendous quantity of cordage and fiber to 
that enemy of freedom Russia is not buying much this year so Mexico 
again has interest in supplying some of our needs but on their own terms, 

Any or all of these factors can and probably will make the supply and price 

situation very uncertain 

Several things should be done: 

1. Manufacturers, jobbers, and dealers must have assurance that ceiling 
prices will be raised to correspond to increased raw material costs 

2. Economic and political pressure must be applied to the fiber-supplying 
countries so that the United States gets its requirements in fiber. They 
love our dollars almost too much 

3. Hoarding must be discouraged as that steels from others this vear and 
contributes to disorganized distribution next vear. 

4. The manufacturing and using industries must stand together with 
Government in a strong procurement program 

Most suppliers feel that Government has realized the importance of the food- 
preducing and farm-machinery industries. Probably some provision will be 
made supply actual farm needs under a priority system. This must not be left 
to chance. Farm Equipment Institute, the National Retail Farm Equipment 
Association, the Cordage Institute, the Grange. and Farm Bureau must pool 
their strength to provide for their collective fiber needs—now 

New YorkK FARM EQUIPMENT DEALERS ASSOCIATION, 
Bos BURNETTE. 





